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Reprinted from Economic Trends, March 19S9 

The estimation of changes in stocks in manufacturing, 
wholesaling and retailing 



It is well known that changes in investment in stocks of 
goods and work in progress can be an important influence 
on the demand for resources, whether domestic or im- 
ported, because of the big variations in the rate of 
stockbuilding that can occur from one period to another. 
As very large stocks are held by the economy, proportion- 
ately small changes in the aggregate of stocks can bring 
about sharp and significant movements in the rate of 
investment. In 1950, for example, total stocks fell by 
£190 million and in 1951 rose by £400 million — a change 
in demand on account of stockbuilding of £590 million (*) 
(which represented three-quarters of the increase in demand 
from all sources). Whilst these are perhaps exceptional 
variations, changes from year to year have frequently 
been considerable. 



2. At the end of 1957 the total value of stocks (including 
work in progress) held in the United Kingdom economy 
was nearly £9,000 million. By industry of ownership 
this total was divided as follows : — 



Stocks held?) 

Industry £ million 



Percentage 
of total 



Manufacturing 
Retail trading 
Wholesaling^) 

Agriculture and Forestry 
Mining and quarrying . . 
All other 



Total 8,756 100 



Manufacturing industry, wholesaling and retailing thus 
account for about three quarters of the total stocks held. 



Manufacturing Industry 

5. The distribution of stock holding in manufacturing 
industry at the end of 1 957 is set out below. 



Standard 

Industrial 

Classification 

Order 



Industry Group 



Stocks 
£ million 



III Food, drink and tobacco . . . . 623 

IV Chemicals and allied industries . . 365 

V Metal manufacture 413 

VI-IX Engineering and allied industries . . 2,127 

X-XII Textiles, leather and clothing . . 629 

XIII-XVI All other manufacturing industries . . 465 



III-XVI All manufacturing industry . . 4,622 



Reflecting the industrial pattern of the country there is a 
heavy concentration of stocks in the metal manufacturing 
and engineering industries, which hold about 55 per cent, 
of all stocks in manufacturing industry. 

6. Of the total of £4,622 million, £2,021 million was 
regarded by the stock holders as materials and fuel, 
£1,558 million as work in progress and £1,044 million as 
finished goods. As in all the Board of Trade inquiries 
into stocks, this analysis reflects an economic rather than 
a commodity classification. Goods are classified according 
to their status in the business of the stock holder, so that 
the same kind of items reported as finished goods by one 
establishment may be reported as materials by another, 
and the aggregate figure for both headings (as indeed for 
work in progress) contains a high proportion of inter- 
mediate products. The purpose which this analysis is 
designed to serve is to help to elucidate the meaning and 
causation of stock movements which, of course, have to be 
interpreted in the knowledge of the economic circumstances 
prevailing. 



3. The estimation of the level of stocks in these three 
industry groups and of current changes in them is based 
upon various inquiries conducted by the Board of Trade. 
Some of these inquiries have been newly developed or are 
still in the course of development as part of the Govern- 
ment’s plan for improving our statistical information 
announced by Mr. Macmillan — then Chancellor of the 
Exchequer — in the House of Commons in August, 1956. 

4. This article confines itself to describing how the 
basic material on stocks held by manufacturers, whole- 
salers and retailers is collected and used to produce 
estimates either of the level of stocks or changes in stocks 
at the valuations placed upon them by the stock holders. 
Further work has to be done in order to fit the information 
into the framework of the National Income Accounts; 
for example the elimination of stock appreciation. 



Annual figures 

7. The basic source of information about manufacturing 
industry’s stocks is the annual census of production which 
every three or four years has included all but the smallest 
firms and in the intervening years has been on a sample 
basis which, however, covers about 70 per cent, of the 
employment or output of the industries included in the 
inquiry. The estimates obtained from the censuses of the 
levels of stocks and of the changes in each year may 
consequently be assumed to be of a high order of reliability. 

8. Summary results of the censuses containing estimates 
of the change in the value of stocks are available by the 
end of the year following that to which a census relates. 
For example, the provisional results of the census for the 
year 1957 were published in the Board of Trade Journal of 
21st November, 1958. 



(!) These figures are at 1948 prices from Table 13 of National Income and Expenditure, 1958. 

( s ) These figures are based on later information than that used for National Income and Expenditure, 1958. 

( s ) For reasons which are explained in this article the estimate of stocks held by the wholesale trades is a very round one. 
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Quarterly figures 

9. In order to obtain current information about changes 
in manufacturers' stocks, the Board of Trade ask a number 
of companies to report the vaiue of their stocks and work 
in progress on a voluntary' basis each quarter. The com- 
panies approached were not chosen by probability sampling, 
but were selected from those which, from figures available 
from the censuses of production, were among those 
carrying large stocks. It was thought likely that these 
would be able to provide quarterly estimates. With the 
co-operation of industry the sample of reporting com- 
panies has been considerably strengthened since the inquiry 
began. Contributing companies now number about 500 
and account for about half of manufacturers' stocks. 
Further strengthening of the panel of reporting companies 
is in process. 

10. The reporting unit in the quarterly inquiry is the 
business as a whole. Parent or holding companies are 
asked to provide information on their own stocks and 
those of their subsidiary companies. The larger companies 
with diverse activities carried on as separate businesses 
are asked to report separately for each of the broad 
industry groups in which they operate, some of which, 
e.g. retailing, will be outside the field of manufacturing. 
Returns for individual businesses are classified to the 
appropriate industry group. As the reporting unit is the 
business and not an industrial factory or establishment, it 
is not thought to be rewarding to attempt to work to the 
fine industrial classification appropriate to a full census 
of production. 

11. Companies are asked to state the total value of 
their stocks at the beginning and end of each quarter, 
giving, if possible, separate figures for each of the three 
categories mentioned above. They are asked to adopt 
whatever accounting practice they normally use, and to 
give figures for the two dates on the same basis. 

12. Publication of quarterly estimates of changes in 
manufacturing industry’s stocks started at the beginning 
of 1956. Provisional estimates of changes in the total 
value of stocks are published in the Board of Trade Journal 
about two months after the end of each quarter, and 
final estimates are published about a month later. (See, 
for example, the Board of Trade Journal of 5th December, 
1958 and that of 16th January, 1959.) In these final 
estimates, the value of the change during each quarter 
and the percentage change between the beginning and end 
of each quarter is shown for total stocks analysed into the 
three categories mentioned in paragraph 6 above and 
separately for four broad industry groups (*). The 
strengthening of the sample may permit somewhat greater 
industrial detail to be shown in the future. 

13. As the census of production is virtually compre- 
hensive in some years, and in others covers a larger and 
more representative sample than does the quarterly inquiry, 
it provides the more accurate estimates of annual changes. 
For this reason, the quarterly estimates for a given year 
obtained by the inquiry are adjusted when census figures 



for the year are available to be consistent with the annual 
changes for manufacturing industry shown by the census. 
Published figures for the latest complete year and succeed- 
ing quarters are based only on the experience of companies 
contributing to the quarterly inquiry, but figures for 
earlier years have been adjusted to reflect the results of the 
censuses. 

14. In the past, the annual changes shown by the quarterly 
inquiry have been slightly higher than those shown by 
the censuses. The comparison for total stocks in the 
years 1955-57 is as follows: — 

Percentage changes in total value of manufacturers' stocks 
between beginning and end of year 

1955 1956 1957 

Census results . . . . 11 9 6 

Quarterly inquiry . . 13 10 8 

1 5. While the percentage changes from the two sources 
are reasonably close it has to be remembered that, since 
the total value of manufacturers’ stocks is upwards of 
£4,000 million, the difference between the two percentages 
is, in absolute terms, considerable in relation to the 
changes in the total demand on resources between one 
year and another. 

16. There are a number of reasons why these series 
should differ. In the past the census figures for manufac- 
turing industry have in general been confined to manu- 
facturing establishments and have excluded stocks of 
merchanted goods held by manufacturers and stocks of 
manufacturers’ separate wholesale or export organisations 
while the quarterly series has obtained statistics of all 
stocks held by a sample of businesses mainly engaged in 
manufacturing industry. Estimates based on the quarterly 
returns have related to calendar years, while census figures 
are compiled from returns which in many cases relate to 
the financial years of businesses which do not coincide 
with the calendar year. The quarterly inquiry is not fully 
representative of manufacturing businesses of all sizes and 
the experience of large businesses is necessarily over- 
weighted. From 1959 the sample censuses will, like the 
quarterly inquiry, cover the total stocks of businesses 
engaged in manufacturing: this will at once bring the two 
inquiries on to a common system and provide a firmer 
basis for extrapolation using the quarterly statistics. In 
addition the annual figures will relate more closely than 
formerly to the calendar year. 

17. One result of the adoption of the business rather 
than the establishment as the unit of reporting and of 
classification for the sample censuses of production will 
be to move the line of demarcation between manufacturing 
and wholesaling in a direction that will increase the stocks 
at present classified as held by manufacturing industry 
and reduce those at present classified as held by wholesaling 
(for example in the table in paragraph 2 above). The 
essential reason for the change is that when the unit of 
classification is the business as a whole, ancillary activities 



(*) Food, drink and tobacco: metal manufacture, engineering and allied industries; textiles, leather and clothing- all other 
manufacturing industries. 
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such as a separate sales organisation will, with their stocks, 
be covered as part of the main activity and not classified 
separately to wholesaling or merchanting. It is estimated 
that on this basis wholesaling stocks in 1957 would be 
substantially less than the £1,000 million at which they 
have been broadly estimated on “ establishment basis 
Another result of this change is to bring within the scope 
of the census statistics, stocks which are not held at United 
Kingdom business establishments, e.g. stocks abroad or 
afloat. 

Wholesalers’ stocks 
Annual figures 

18. In this context the wholesale trades are taken as 
comprising Minimum List Headings 810, 831 and 832 in 
the revised Standard Industrial Classification. They 
include, therefore, in addition to what might be termed 
wholesale distribution proper (Minimum List Heading 810), 
dealing (wholesale or retail) in coal, builders’ materials, 
grain and agricultural supplies (Minimum List Heading 
831), and dealing in other industrial materials, such as 
timber and metals, and machinery (Minimum List 
Heading 832). 

19. There has been no census of the wholesale trades 
based upon returns for individual establishments since the 
census of distribution and other services for the year 1950. 
That census, which was complementary to a full census 
of production taken on an establishment basis, brought 
within the wholesale trades all establishments and 
departments concerned with wholesaling even when 
ancillary to another main business. 

20. Since 1950 there have been considerable changes in 
trading conditions; for example, a large decrease in the 
stocks held by Government departments as trading bodies 
and correspondingly an increase in the stocks of import 
merchants. Our information on the changes in stocks 
since 1950 has been fragmentary except in recent years 
following the beginning of the quarterly inquiry — referred 
to below — and we have no systematic basis for making a 
satisfactory estimate of the current level of wholesalers’ 
stocks. The best estimate that can be made is that the 
present level of stocks is around £1 ,000 million. 

21. In order to develop a comprehensive and timely 
reporting of stocks, it has been decided, as explained above, 
to move away in the annual censuses of production 
(except for the periodical detailed censuses) from the 
reporting of stocks on an establishment basis to a reporting 
on the basis of the business, company or group. This 
system of reporting has also been adopted for the annual 
sample inquiries into the distributive and service trades, 
which, inter alia, cover the wholesale trades. 

22. These annual inquiries — taken on a sample basis — 
have been described in the Board of Trade Journal of 6th 
February, 1959. Because a register of companies could be 
made available speedily and economically whereas one 
covering unincorporated businesses could not, the coverage 
of wholesalers in these inquiries has been of companies 



only which, however, are estimated to account for upward 
of 80 per cent, of stocks carried by this category of business. 
These figures can be used with other information to build 
a fairly reliable estimate of the total stocks of wholesale 
businesses, and they provide a good indicator of annual 
changes in wholesale stocks. Methods are now being 
considered whereby information could be obtained from 
a sample of unincorporated businesses. 

23. The results of the annual inquiry showed that 
companies engaged in the wholesaling trades held about 
£600 million of stocks at the end of 1957. Allowing for 
unincorporated businesses not covered by the inquiry and 
for the stocks of merchant converters (who make returns 
in the census of production), therefore, about £800 million 
was so held. The difference between this figure and the 
approximate figure of £1,000 million makes a very nominal 
allowance for the stocks of merchanted goods held by 
manufacturers and for the stocks of manufacturers’ selling 
organisations, neither of these stocks being included in the 
estimates of manufacturers’ stocks made from the censuses 
of production. 

Quarterly figures 

24. A new quarterly series on changes in the value of 
stocks held by the wholesale trades was introduced this 
year (see Board of Trade Journal of 16th January, 1959). 
The series is partly derived from a voluntary quarterly 
inquiry, begun in 1957, covering at present about 400 
wholesalers, and partly from statistics already available 
on stocks of specific commodities, (e.g. metals, timber 
and textiles held by merchants). The voluntary contri- 
butors do not represent a systematic sample of the 
wholesale trades covered; in general only the larger 
stockholders make monthly or quarterly stock valuations, 
and the panel of contributors is drawn almost exclusively 
from these. 

25. The provisional figures become available about two 
months after the period to which they relate and provide a 
relatively up-to-date indication of how stocks are changing. 
A more precise estimate of the extent of the change over 
the year is derived from the annual inquiry. The following 
figures illustrate the extent of the revisions made for 1956 
and 1957 as a result of the fuller annual inquiries. The 
quarterly inquiry indicated a rise of 0-9 per cent, in total 
wholesale stocks between the beginning and the end of 
1956, whereas the annual inquiry showed a rise of 3 0 per 
cent. In 1957 the results were closer; the quarterly 
inquiry showed a rise of 7-4 per cent, and the annual 
inquiry a rise of 7-2 per cent. 

26. The figures published for the broad groups of 
trades will, in general, be less reliable than the figures for 
total stocks because they are based on smaller samples, 
but they afford useful indicators of where the principal 
changes are occurring. For the present, the new series 
shows only changes in the total stocks of the wholesale 
trades together with figures for Minimum List Headings 
810 and 832 separately. But an expansion of the quarterly 
inquiry is now under way which should make it possible 
for more detailed information to be shown. 
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Retailers’ stocks 

27. Total stocks held by retailers are estimated to have 
been about £850 million at the end of 1957, approximately 
divided among the different kinds of retailer as follows: — 

Percentage of total 



All shops 100 

Food shops . . . . 22 

Clothing and footwear shops . . 29 

Durable goods shops 18 

General department stores 5 

Miscellaneous non-food shops . . 26 



Independent retailers held about 60 per cent., multiple 
retailers a little over a quarter, and co-operative societies 
about 9 per cent, of the total stocks. 

28. The estimation of changes in retailers’ stocks makes 
use of a three tier structure of statistical inquiries. In the 
first place, the census of distribution, taken at intervals of 
several years, provides a good measure of total retail 
stocks; secondly, the inquiry into the distributive and 
service trades collects information once a year (except, 
of course, when a census of distribution is being taken) 
from a substantial sample of larger retail businesses; and 
thirdly, information is collected monthly from retailers 
who are able to provide a monthly figure of stocks, and 
this limited information is used, in conjunction with the 
results of the other two inquiries, to compile estimates of 
the monthly movements. 

29. The census of distribution for the year 1950 covered 
virtually all retailers' establishments. It provided a 
substantially complete count of retail stocks (at the 
beginning and the end of the year) and also the detailed 
base year information (for example, an analysis by kind 
of business and form of organisation and also stocks/sales 
ratios) which is necessary to combine appropriately the 
sample information collected in the inquiries taken between 
censuses. A second census was taken in respect of 1957. 
There was a complete coverage of multiple shops, depart- 
ment stores and the larger independent shops and 
co-operative societies together with returns from a sample 
of the other independent traders and co-operative societies. 
Results are currently being compiled. 

30. It is very necessary to collect annual information 
on stocks in order to reinforce the somewhat slender 
information which is all it has yet been possible to collect 
from retailers monthly. Virtually all businesses have 
information on stocks once a year, and it is this information 
which the inquiry into the distributive and service trades 
is designed to collect. (Retailing was covered in the 
annual inquiries for 1956 and 1958.) 

Monthly statistics 

3 1 . As already indicated, the sample of retailers reporting 
monthly information on stocks is necessarily rather limited, 
since many businesses do not maintain monthly records of 
stocks. The estimates for the changes in retail stocks 
each month cannot be expected, therefore, to have a high 



degree of accuracy. It is believed that the figures are 
sufficiently reliable, however, to reflect significant move- 
ments. 

32. The sample consists of a number of multiple retailers, 
a substantial proportion of department stores and some 
large independent drapers and furniture shops. In 
addition, the Co-operative Union collects stocks informa- 
tion each month from a sample of co-operative societies 
and makes this available in summary form to the Board. 
The proportion of total stocks accounted for by these 
types of retailer is rather less than half, while the sample 
actually reporting covers about 30 per cent, of the stocks 
held by these retailers, or about 15 per cent, of total stocks. 

33. This restricted information, which includes very 
little relating to independent retailers, is used to compile 
estimates of changes in total retail stocks by giving to the 
independent retailers not represented in the sample an 
appropriate weight, kind of business by kind of business, 
and assuming for them the same stocks movements as for 
the sample. Incorporated in the compilation are estimates 
of the level of stocks at the beginning and end of 1956 
mainly derived from the inquiry into the distributive and 
service trades for 1956 and information from the census 
of distribution for 1950 was also used. The results of the 
census of distribution for 1957 may show that the series 
needs to be revised. 

34. Only a series for total retail stocks is published. 
Whilst separate estimates are made for each kind of business 
in the process of compiling the figure for total stocks, 
neither these estimates for individual kinds of business, nor 
those for broad sectors of trade, are considered 
sufficiently reliable for publication. 

Future action 

35. Much of the improvement in our information on 
the stocks held by manufacturers, wholesalers, and 
retailers, has taken place in the last few years. In 
particular the quarterly series on manufacturers’ stocks 
which was established in 1954 has been much strengthened; 
the quarterly series on wholesalers’ stocks was introduced 
earlier this year; and some monthly information on 
retailers’ stocks is now being published. All this means 
that our knowledge of the recent movements of a large 
part of the total stocks held in the economy is now much 
better and more systematic than it was a very few years ago. 

36. There are, however, three main deficiencies in our 
present information on stocks, for two of which remedies 
are in sight. 

37. A most intractable problem affecting the reliability 
of our information on short-term changes in stocks is the 
representativeness of the sample of firms contributing 
monthly or quarterly figures. The sample of manufacturers 
is on the whole satisfactory and only minor improvements 
are probably needed; the sample of wholesalers is rather 
small and attempts are now being made to improve it; 
and the sample of retailers is small and through being 
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confined to the largest retailers, probably biased. The 
difficulty of recruiting wider and more representative 
samples of contributors is of course that many firms, 
especially the smaller ones, do not make quarterly or more 
frequent estimates of the value of their stocks. This is 
especially a problem in the retail sector where small firms 
are numerous and account for an important part of the 
total. These facts make a solution hard to find. 

38. Secondly, there is no very secure basis for an estimate 
of the total stocks held by wholesalers’ businesses. The 
best estimate of the total stocks of wholesalers is based 
upon the figures collected in the inquiry into the distributive 
and service trades for the year 1957, and since this inquiry 
is on a sample basis and confined to incorporated companies 



the estimation of total stocks (including stocks held by 
unincorporated businesses) is not as reliable as it should be. 
To remedy this deficiency more comprehensive figures are 
needed. 



39. There have been deficiencies in the coverage of the 
figures of stocks because the annual or more frequent 
figures for all this large part of the private sector have not 
hitherto been collected on a uniform basis. Because some 
figures were collected on a business basis and some on an 
establishment basis there was both a lack of correspondence 
between bench marks and indicators and deficiencies of 
coverage. More comprehensive and consistent figures will 
be available for 1959 and onwards. 



Board of Trade. 
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Reprinted from Ecc 



Trends. June 1959 



Statistics of merchant shipbuilding and repair 



The total number of employees in the shipbuilding 
industry in May. 1958. was 315,000. 14 per cent, of the 
total in all the engineering industries. This includes the 
whole of Order VII of the new Standard Industrial Classifi- 
cation shipbuilding, ship-repairing and marine engineer- 
ing. 87.000 were employed in merchant shipbuilding. 
64.000 in merchant shipping repair work. 88,000 in marine 
engineering. 55,000 in naval work including the work in 
the Royal Dockyards; unemployment was high because 
of a strike in shipbuilding in Northern Ireland. In 1958 
merchant shipbuilding output in terms of completed 
vessels was i -4 million gross tons; this is 15 per cent, of 
the world output of 9 0 million but the output of United 
Kingdom shipbuilding includes a relatively large propor- 
tion of valuable gross tonnage (liners as compared with 
tankers, for example) and gross tonnage understates the 
United Kingdom share of world output. The total ton- 
nage under repair remained at about 2 million gross tons. 
A large part of the output of marine engineering goes into 
ships being built or repaired in this country and is therefore 
reflected in shipbuilding and ship-repairing output. 

Other sources of statistics 

In addition to the Admiralty, the Shipbuilding Conference 
and Lloyd's Register of Shipping publish various figures 
relating to merchant shipbuilding in the United Kingdom 
and Lloyd's Register of Shipping publish details ot 
merchant shipbuilding for all the important shipbuilding 
countries in the world, with the exception of Russia and 
China. This article, however, is confined to statistics of 
merchant shipbuilding and merchant repair collected by 
the Admiralty. 

Shipping tons 

It may be useful to note two points which sometimes 
cause confusion ; the first is tonnage: the second is the 
definition of nationality. For merchant ships there are 
three different measures of tonnage in general use, gross, 
met, and deadweight. Very briefly gross registered tonnage 
is calculated by dividing the enclosed space measured in 
cubic feet by 100; it is therefore a measure of volume. 
Net registered tonnage is also a measure of volume and is 
determined by deducting from the gross tonnage allowances 
for spaces occupied by propelling machinery, ship's stores, 
crew's quarters, etc.; it is used mainly as the basis for the 
assessment of port dues. Deadweight tonnage is a true 
measure of weight and equals the maximum weight of 
cargo, fuel and stores which can be carried at load draught. 
The ratio between these different tonnages varies consider- 
ably according to the size and class of ship, but the 
conventional formula 

1 00 net tons 1 60 gross tons 240 deadweight tons 
gives an approximate relationship. All the merchant ship- 
building statistics published by the Admiralty are expressed 
in terms of gross registered tonnage and cover all vessels 
(except non-propelled) of 100 gross tons and over. 
Nationality 

All Admiralty statistics of meichant shipbuilding are 
classified according to the domicile of the eventual owner, 
whereas merchant repair statistics are classified according 
to the port of registration of the ship. 



New orders 

The basis of Admiralty statistics relating to merchant 
shipbuilding is the information furnished by virtue of the 
Admiralty powers under the Restriction or Construction 
or Ships Order. 1940, which was relaxed in 1955 but not 
abolished. The present position is that in order to build 
ships for United Kingdom or Commonwealth owners a 
shipbuilding firm must hold an open general licence, but 
an individual licence is needed for each order from a 
foreign owner. Each of the firms holding a general licence 
and building ships of 100 gross tons and over makes a 
quarterly return to the Admiralty listing all new orders 
(100 gross tons and over) contracted during the quarter 
with, for each order, the following information: — 

Name of owner 
Type of vessel 
Yard number 

Tonnage (gross and deadweight) 

Type and power of propelling machinery 
Estimated date of («) Laying down (h) Completion. 

On the quarterly returns shipbuilders also give details of 
any alterations to earlier orders, such as changes in owner- 
ship or type of vessel, and of any contracts which have been 
cancelled. Orders reported to the Admiralty are firm 
orders as distinct from berth reservations. This informa- 
tion is used to prepare figures of net new orders and of 
total orders on hand. 

Vessels under construction 

Depending on the state of the order book, varying 
periods may elapse between the time a contract is placed 
and the time a ship is laid down. The variations to be 
expected in a period of construction that is measured in 
years rather than months lead to further alterations; the 
original date for completion reported on the licence form 
is therefore approximate only. Firms who are members of 
the Shipbuilding Conference make a quarterly return to 
the Admiralty through the Conference giving details of the 
progress of all ships under construction and any alterations 
to the proposed dates of commencing work on vessels not 
yet laid down. Similar information for firms not members 
of the Conference is reported by the firms through the 
Admiralty Regional Officers. Information is also received 
of the actual dates ships are laid down, launched and 
completed: for members of the Shipbuilding Conference, 
the information is received by courtesy of the Conference: 
for non-Conference firms dates are reported through the 
Admiralty Regional Officers. Thus the Admiralty have 
complete records of all ships (100 gross tons and over) on 
order and under construction in the United Kingdom. 

Ship-repairing 

Information on merchant ship repair is based on a 
weekly return made by each repair firm through the 
Admiralty District Officers. This return lists all the ships 
under repair during the week and for each ship gives the 
following particulars: — 

Name of ship 
Type of vessel 
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Tonnage 
Nationality 
Name of repairer 
Name of dock 
Date of starting repairs 

Date of completing repairs (actual or expected). 

In addition brief details are given of the nature of the repair 
work being done. 

Labour and materials 

All the above data relate to the numbers and tonnage of 
ships on order or under construction. This is supple- 
mented by additional information from a variety of sources 
relating to labour and raw materials. Firms report the 
amount of steel delivered each month, distinguishing 
between steel delivered for building purposes, for repair 
work and for marine engineering. Monthly and quarterly 
returns of the numbers employed by shipbuilders and ship- 
repairers show separately the numbers engaged on the 
four types of work — naval shipbuilding, merchant ship- 
building, naval repair and merchant repair. The quarterly 
return also gives a most useful breakdown of numbers 
employed by trades. These returns are completed by all 
establishments with more than ten employees and therefore 
cover practically the whole industry. 

Measuring output 

While it is comparatively easy to provide figures of orders 
placed, keels laid, etc., in terms of numbers and tonnage, 
it is difficult to arrive at a satisfactory figure to represent 
the output of merchant shipbuilding or of merchant repair 
work. Any measure of output must take account of the 
tonnage and the relative value per ton of different types of 
vessel. Ships included in these returns vary in size from 
100 tons to 40,000 or 50,000 tons, and a gross registered 
ton (which is 100 cubic feet of enclosed space) represents 
several times as much shipbuilding output in a passenger 
liner as in a tanker; similarly the time to build a ship varies 
from a few months to two or three years. In addition 
changes are continually taking place in the size, speed and 
design of ships. To measure shipbuilding output in terms 
of tonnage launched or tonnage completed is not satis- 
factory, except for broad comparisons of one year with the 
next; it is inadequate for short term statistics as well as 
for comparisons over longer periods of several years. 

For some years now the Admiralty have calculated a 
monthly index of production for shipbuilding and ship- 
repairing, covering naval and merchant work, which has 
been included in the Index of Industrial Production pre- 
pared by the Central Statistical Office. For the building 
of merchant ships of 100 gross tons and over figures have 
been collected over a number of years showing the average 
amount of work in man-hours which is done on different 
types of ships in each month of construction. For every 
type of ship, therefore, estimates can be made of the pro- 
portionate amounts of work done in each month of con- 
struction. Each of these proportions is multiplied by a 
weight based on the relative value per ton of the particular 



type of ship and by the gross tonnage of the ships then at 
that stage of construction. The total of the results divided 
by the number of operatives employed on merchant ship- 
building during the month by the firms building ships of 
100 gross tons and over gives a measure of output per man 
for the month. This figure multiplied by the total number 
of operatives in the industry engaged on building merchant 
ships of all sizes and expressed as an index with 1954 — 100 
gives an index of the total merchant shipbuilding output 
during the month. 

The main problem in adopting this method is in esti- 
mating the length of time each ship will take to build. 
These estimates depend partly on the times quoted by the 
builder, partly on previous experience of the particular 
shipyard, and partly on expectations regarding supplies 
of raw materials and other factors. A further problem 
arises from the changes that are continually taking place 
in the designs of the various types of ship, leading to 
changes in the relative values per ton. For this reason a 
constant check must be kept on the weights used in est- 
imating the total output. 

Repair work is even more varied in character than ship- 
building and is difficult to measure but since shipbuilding 
and ship-repairing are very often carried out side by side 
in the same yard with the same equipment it is assumed 
that changes in output per man in repair work are the 
same as in shipbuilding. Therefore, the merchant ship- 
building index of output per man multiplied by the total 
number of operatives engaged on merchant repair work 
provides a measure of the relative changes in output from 
month to month in merchant repair work. A separate 
calculation is made for naval shipbuilding and repair, 
covering the work done in the Royal Dockyards and by 
private yards. 

Ship-repairing and the balance of payments 

Ship-repairing for foreign owners is an item in the 
balance of payments and information on the value of out- 
put is, therefore, needed. Until recently the only direct 
information available was the value of repairs done for 
home and foreign owners obtained in the census of 
production in a full census year. Estimates can be made 
for intervening years by projecting from the census of 
production figures on the basis of employment and price 
changes, but owing to the variable nature of repair work 
any estimated division of these figures between home and 
foreign owners would be very unreliable. In 1958, how- 
ever, the repair industry conducted a voluntary enquiry 
covering about two-thirds of the industry into the total 
value of repair work in the previous year and the payments 
made during the year for repairs carried out on foreign 
registered ships. It is necessary to convert the figures to 
an ownership basis in line with balance of payments 
definitions and on the basis of these figures and the weekly 
repair returns made to the Admiralty it is possible to make 
an estimate of the total value of repair work on foreign 
owned vessels. Similar information is now being supplied 
every six months so it will be possible to provide regular 
estimates for inclusion in the Balance of Payments White 
Papers. 

Admiralty 
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Financing the Exchequer 



In evidence submitted to the Committee on the Working 
of the Monetary System (the RadclifFe Committee) the 
Treasury analysed the total cash requirements of the 
Exchequer and the nationalised industries and other public 
corporations over the seven financial years from 1951-52 
to 1957-58 and the various methods by which these require- 
ments were financed. In the tables and detailed notes which 
follow, this analysis is summarised and is carried forward 
to cover the financial year 1958-59. Similar tables will in 
future be published once a quarter in the Monthly Digest 
of Statistics. 

2. The Radcliffe Committee stressed in paragraph 73 of 
their Report the relevance of this analysis to the monetary 
system as a whole: — 

“ Expenditure in the public sector, like expenditure in 
the private sector, constitutes a money demand for 
goods and services, or, in so far as it consists of transfer 
payments (pensions, subsidies, interest on debt, etc.) it 
adds to the purchasing power of those who receive them. 
At the same time collections of taxes from the private 
sector reduce its spending power. The financial opera- 
tions of the public sector thus have a close relevance to 
the total level of demand, and with the growth of the 
public sector during the last thirty years the direct 
influence on the behaviour of the British economy has 
become very great indeed. Moreover, the flow of pay- 
ments and receipts between the public sector and the 
private sector is mostly channelled through the banking 
institutions that are at the centre of the country’s network 
of financial intermediaries, and changes in the balance 
of receipts and payments of the two sectors therefore 
affect the structure and level of assets and liabilities of 
these institutions. There is thus an intimate connection 
between the financial operations of the public sector and 
the liquidity, and therefore the behaviour, of the 
banking system.". 

3. The Account of Her Majesty's Exchequer (more 
commonly known as “The Exchequer") is the central 
cash account of the Government, kept by the Treasury at 
the Bank of England and, for a limited range of trans- 
actions, at the Bank of Ireland, Belfast.(') Parliament has 
directed that the produce of all taxation, sums raised by 
borrowing and all other moneys due to the Exchequer 
must be paid into this Account, where they together form 
a single fund, known as the Consolidated Fund. From 
this fund are made all the issues for the various services 
which have been duly authorised by Parliament, either, 
once and for all, in a special statute, or, year by year, for 
the various Supply Votes. In modern usage the terms 
“ Exchequer ” and “ Consolidated Fund ” are virtually 
synonymous. 



(') The figures in the tables do not include the transactions 
involved in financing the separate Exchequer Account of the 
Government of Northern Ireland. 



4. The total cash requirements of the Exchequer, other 
than those met by revenue, i.e. the sum of items 1 and 2 
in the tables, can only be met by borrowing. But before 
borrowing from the public the Exchequer uses all other 
available resources, and these are analysed in items 3, 4 
and 5. 

5. First, there are the extra-Budgetary funds described 
in detail in the notes to item 3. In accordance with the 
principle of making full use of all available resources 
before borrowing from the public, the Treasury borrows 
from these extra-Budgetary funds, in some cases free of 
interest. In other words, die cash balance on each of the 
funds is kept as far as possible to a nominal amount, any 
surplus not immediately required by the fund for its own 
use, or which is not yet available for final transfer to the 
Exchequer, being borrowed temporarily either in the form 
of special “ Tap ” Treasury Bills or as Ways and Means 
Advances. The latter are the shortest possible form of 
debt, being outstanding from day to day and repayable on 
demand whenever a fund needs to withdraw part of its 
lending to the Exchequer in order to meet its own liabilities. 
But in any particular year one or more of these funds may 
need the money which they have previously lent to the 
Exchequer, and in that case the Exchequer’s cash require- 
ments will be increased. 

6. The second source of finance analysed in item 4, and 
described in detail in the notes to that item, arises from the 
international position of sterling, and Government 
borrowing abroad. An increase in reserves adds to the 
needs of the Exchequer because the sterling required to 
purchase the increased reserves is withdrawn from the 
Exchequer by the Exchange Equalisation Account, while 
a decrease of reserves assists the Exchequer because the 
proceeds of the sale of reserves is lent to it by the Account. 

7. Thirdly, there is the fiduciary issue. As explained in 
the note to item 5, an increase in the fiduciary issue 
produces funds for the Exchequer, while a reduction 
of the fiduciary issue increases the Exchequer’s require- 
ments. Indeed, the Radcliffe Committee, in Table 6 (page 
41), treated the increase in the fiduciary note issue as an 
increase in “ non-market " borrowing. 

8. Finally, there comes borrowing from the public, 
through National Savings and Tax Reserve Certificates 
and by the issue of market securities and Treasury Bills. 

9. When marketable stocks are issued to the public for 
cash the Exchequer takes in the money direct from the 
public. In recent years part of each issue has been taken 
up by the Issue Department of the Bank of England or 
the National Debt Commissioners. When these Depart- 
ments sell stock in the market, the money from the public 
also comes to the Exchequer, because the proceeds of such 
sales are invested with the Exchequer (in Ways and Means 
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Advances or “ Tap ’’ Treasury Bills). When, on the 
contrary, a maturing stock is repaid or the Departments 
buy stock in the market, the Exchequer pays out money 
to the public, either direct to the holder of the maturing 
stock or because the Department that has bought stock 
recalls part of its loan to the Exchequer in order to pay 
for its purchase. 



10. The other form of market transaction consists in the 
receipt of money by the Exchequer when Treasury Bills 
are taken up by the market, and the payment of money 
out of the Exchequer when market Bills are paid off. New 
Bills are issued every day in the week following the allot- 
ment at the tender on the previous Friday. The correspond- 
ing repayments fall due 91 days later. (63-day Bills are issued 
from time to time to suit the seasonal pattern of Exchequer 
financing). But the actual volume of market Bills out- 
standing at any time will depend on the extent to which 
the Bank of England has been buying and selling Bills in 
the market between their issue and their maturity. 



11. The management of the Exchequer involves not 
simply meeting the annual requirement of cash. Quarter 
by quarter, indeed day by day, there must be just enough 
money in the Exchequer to meet its needs, but no 
more. For the Exchequer to have more than it needs 
would mean that unnecessary moneys have been bor- 
rowed from the public, and unnecessary interest was 
being paid. It would also affect the supply of money in 
the private sector. 



12. Unfortunately for ease of Exchequer management, 
neither the receipts nor the issues are spread evenly over 
the financial year. Revenue from most taxes reaches the 
Exchequer every day, but the bulk of it is concentrated in 
certain periods of the year; nearly two-thirds of the year’s 
income tax and surtax is paid in the fourth quarter. Other 
large receipts such as interest on, and repayments of. 
Exchequer loans, arrive at varying intervals over the year. 
Similarly, the rate of expenditure, while not so uneven as 
the revenue, shows considerable fluctuations from day to 
day. Moreover, as well as the known seasonal movements 
from a deficit in the first three quarters of the financial year 
to an overall cash surplus in the last quarter, on any one 
day the Exchequer may find itself short of cash to finance 
all its outgoings on that day. If so the Treasury must 
borrow to fill the gap between receipts and payments. 
Conversely, on another day when the Exchequer has more 
cash than it needs, the problem is to dispose of the surplus 
that day by the repayment of a corresponding amount of 
debt, so that no more than the required working balance 
is left on the Account at the end. 



13. The figures for the nine quarters from the beginning 
of January, 1957, to the end of March, 1959, give some 
indication of how the receipts and payments tend to move 
throughout the year. 



Notes on the Items in the Tables 

1. Budget 

The summary of the Budget out-turn above and below 
the line follows the definitions given in the Financial 
Statement appearing at the time of the Budget. The 
figures in the annual series match those published in the 
Exchequer Return for 31st March of each year and sub- 
sequently included in the Financial Statement relating to 
the Budget for the following financial year (exceptionally, 
however, for the 1952-53 Budget introduced on 11th 
March, 1952, the Financial Statement could only give 
provisional figures for the 1951-52 out-turn). The 
quarterly figures in the table are obtainable from those 
published in the end-quarter Exchequer Returns. 

Below the line Budget figures include all those items 
reported in the Exchequer Return after the ordinary and 
self-balancing income and expenditure except the items 
relating to “ Money raised by the creation of debt ”, 
“ The redemption of debt ”, and all items below those 
headings. 



2. Nationalised Industries and Post Office — Capital 

Requirements (Net) 

The inclusion of this item is necessary because in the 
years covered by the tables the capital requirements of the 
Post Office and the nationalised industries have been met 
in different ways. Until July, 1954, the borrowing require- 
ments of the Post Office for capital expenditure were met 
by advances from the National Debt Commissioners; 
since then their place has been taken by Exchequer 
advances below the line. Until August, 1956, the 
nationalised industries (other than the National Coal 
Board, which has been financed from the outset by the 
ExchequerK 1 ) raised their long-term capital by the issue 
of marketable stocks guaranteed by the Government; 
since then their requirements too have been met by 
Exchequer advances. The new arrangements have 
directly inci eased the amounts which the Exchequer has 
had to borrow; but the former arrangements equally 
affected the Exchequer's borrowing. While the National 
Debt Commissioners were lending to the Post Office, they 
had that much less to lend to the Exchequer; when the 
nationalised industries issued stocks on the market these 
had to be underwritten by the Departments, who financed 
this by withdrawing funds lent to the Exchequer. The 
Exchequer's borrowing requirements were thus increased 
correspondingly. In order, therefore, to provide com- 
parable figures of Exchequer requirements from 1951, the 
advances to the Post Office by the National Debt Commis- 
sioners up to 1954, and the stock issues by the nationalised 
industries up to 1956 are given in this item; added to the 
Budget figures of item 1, they give a figure for total 
Exchequer requirements which is comparable year by year. 



(') The bodies concerned are: Electricity Council, Gas 
Council, British Transport Commission, North of Scotland 
Hydro-Electric Board, South of Scotland Electricity Board. 
British Overseas Airways Corporation and British European 
Airways Corporation. 
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In the Table on Exchequer Financing submitted by the 
Treasury to the Radcliffe Committee(') details of both 
issues and redemption of stock by the Nationalised Indus- 
tries and the capital advances to, and repayments by, the 
Post Office were set out. As the only continuing item 
under this head is the repayments by the Post Office to 
the National Debt Commissioners of advances made to 
them in previous years, the details are omitted from the 
tables where a net figure only is provided. 

3. Extra-Budgetary Funds 

(a) National Insurance and Industrial Injury Funds. The 
figure is the cash surplus on each Fund of receipts 
(employers’ and employees' contributions. Exchequer 
contributions and interest on investments), over out- 
goings (benefits, administrative expenses and pay- 
ments to the National Health Service). Apart from 
a small cash balance with the Paymaster General 
(included in item 3 (</)) that part of this surplus which 
must be kept liquid is lent to the Exchequer either in 
Treasury Bills or Ways and Means Advances, and 
the remainder is invested by the National Debt 
Commissioners in market securities (included also 
in item 6 (d ) (iv)). 

( b ) Iron and Steel Realisation Account. The receipts of 
the Iron and Steel Holding and Realisation Agency 
resulting from the disposal of undertakings vested 
in the Agency under the Iron and Steel Act, 1953, 
are held in an account with the Paymaster General 
pending final transfer to the Exchequer. This 
account is drawn on to meet the cash requirements 
of iron and steel undertakings remaining in the 
Agency's hands. Any surplus on the account is lent 
to the Exchequer like all other balances with the 
Paymaster General described in 3 ( d ) below. 

(c) Issue Department Income. Under the Currency and 
Bank Notes Act, 1939, the profits arising in the Issue 
Department of the Bank of England (that is the 
interest on the securities held by the Department, 
less the expenses of the Note Issue) are paid to the 
Exchange Equalisation Account, thus increasing the 
sterling capital of the Account and the amount lent 
to the Exchequer (see note on Item 4 (a) below). 

(d) Departmental Balances, etc. Changes in balances on 
certain official accounts, principally those of the 
Paymaster General, the National Debt Commis- 
sioners, and the Postmaster General; Exchequer and 
Civil Contingencies Fund balances; Ways and Means 
Advances from the Banking Department of the Bank 
of England. 

(e) Sinking Funds. Exchequer issues for sinking funds 
are pait of ordinary expenditure and as such are 
included in item 1 (b). Since, however, these issues 
are applied to the reduction of market debt (and are 
included as part of the redemption of Government 
stocks in item 6 ( d ) (ii», the amounts are here 
brought back into the tables as receipts. In effect. 



(') To be printed in the Memoranda of Evidence — Part II, 
No. I. 



they are a contribution from the Budget (item l of 
the tables) to the financing operations of the 
Exchequer (items 3-6). 

( f ) German arms deposit. This was an advance pay- 
ment made by the Federal German Republic in the 
last quarter of the year 1958/59 to the Ministry of 
Supply, to be drawn on by the Federal German 
Republic from time to time to pay for arms. 



4. External 

( a ) Exchange Equalisation Account: Sterling Receipts. 

The sterling capital of the Exchange Equalisation 
Account, in which the gold and foreign currency 
reserves are held, is lent to the Exchequer, mainly 
in “ Tap ” Treasury Bills, until it is needed for the 
purposes of the Account. When the Account 
purchases gold or foreign currencies it draws on this 
sterling capital to pay for them and the Exchequer 
is obliged to replace this sum by borrowing else- 
where. Conversely, any sale of the Account’s 
holding of gold or currencies produces an equivalent 
amount of sterling which is then added to the capital 
invested in Treasury Bills enabling the Exchequer to 
reduce its borrowing from the public. 

( b ) American Aid. This is a net item representing the 
difference in any one year between the sterling 
equivalent of United States Aid received by the 
Treasury and the sums paid out in the various forms 
authorised. During the years covered by the 
tables, the greater part of these receipts passed 
through the Treasury Special Account and were used 
as appropriation in aid of Defence Votes. These 
appropriations have already been credited to Votes 
before arriving at the net provision for Ordinary 
Expenditure above the line (item 1 ( b )). There were 
also certain sterling payments to the United States 
Government. The details of these receipts and pay- 
ments have been given in the annual White Paper 
Accounts on “ American Aid and European Pay- 
ments ” ; they are shown gross in the table on 
Exchequer Financing submitted by the Treasury to 
the Radcliffe Committee.C) 

(c) Loans taken by the United Kingdom (Net). The 
proceeds of borrowing by the United Kingdom 
Government in non-sterling currencies have to be 
paid into the Exchequer. But the Exchequer is a 
sterling account. It therefore sells the foreign 
exchange to the Exchange Equalisation Account, 
and the sterling receipts from the Account are paid 
into the Exchequer. As a consequence the Account 
has that much less sterling to lend to the Exchequer. 
While a foreign loan therefore does not have any 
immediate effect on Exchequer financing, it is 
necessary to include it in the tables to offset the 
reduced lending by the Account. The service of 
external debt involves a payment from the Exchequer 
to the Account to purchase the necessary foreign 
currency thus producing a corresponding increase in 
the sterling available in the Account for lending to 
the Exchequer. It has therefore no effect on 
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Exchequer financing, but it is necessary to include it 
in the tables in order to offset the increased lending 
by the Account to the Exchequer. 

5. Increase in the Fiduciary Note Issue 

When the fiduciary note issue is increased, notes are sold 
by the Issue Department of the Bank of England (in the 
first instance to the Banking Department of the Bank of 
England) and the proceeds are lent to the Exchequer, the 
market borrowing of the Exchequer being reduced 
accordingly. A reduction in the note issue means the 
purchase of notes by the Issue Department financed by the 
withdrawal of funds lent to the Exchequer, whose market 
borrowing is increased correspondingly. 

6. Borrowing from the public 

(а) Small Savings. This item comprises the net cash 
receipts into the Exchequer from the sale of National 
Savings Certificates, Defence Bonds and (since 
November, 1956) Premium Savings Bonds. It also 
includes the net receipts into the Savings Banks 
funds held by the National Debt Commissioners, i.e. it 
reflects changes in the net sums invested by the public 
in the Post Office Savings Bank and the Trustee 
Savings Banks (Ordinary Departments). 

(б) Tax Reserve Certificates. This item represents the 
net receipts from the issue of non-negotiable certifi- 



cates for the investment of funds set aside for pay- 
ment of taxes due at a later date to the Inland 
Revenue. 

(c) Treasury Deposit Receipts. During the war and up 
to 1951/52, the Exchequer borrowed direct from the 
banks by the issue of Treasury Deposit Receipts. 

( d ) Marketable Stocks 

(i) Total issues of Government stocks. 

(ii) Redemptions of Government stocks, including 
stock paid off by the application of sinking funds 
— see note to item 3 ( e ) above. 

(iii) Guaranteed stocks, etc. ; total issues, less 
redemptions, of Government-guaranteed stocks 
issued by the nationalised industries up to 
August, 1956, and Post Office annuities created 
before July, 1 954. This is an offset to item 2, on 
which see note. 

(iv) This item represents the total changes in the 
holdings of the Issue Department and the 
National Debt Commissioners arising from their 
subscriptions to new Government and Guaran- 
teed stock issues and their receipt of redemp- 
tion monies, as well as from their purchases and 
sales of such stocks in the. market. 

The addition of items (i) to (iv) gives the net borrowing 
from, or repayment to, the public by the Exchequer in 
the form of Government and Government-guaranteed 
marketable securities other than Treasury Bills. 

H.M. Treasury 
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Exchequer Financing 



£ million 



Financial years ending 31 March 





1951/2 


1952/3 


1953/4 


1954/5 


1955/6 


1956/7 


1957/8 


1958/9 


REQUIREMENTS 
1. Budget 

(a) Ordinary revenue . . 

(b) Ordinary expenditure (including sinking 

funds) 


4,433 
- 4,053 


4,439 
- 4,351 


! 

4,368 
- 4,274 


4,738 
- 4,305 


4,893 
- 4,496 


5,158 
- 4,868 


5,343 
- 4,920 


5,480 
- 5,103 




380 


88 


94 


433 


397 


290 


423 


377 


(d) Below-the-line deficit 


- 529 


- 524 


- 391 






— 621 


— 635 




(e) Overall deficit 


- 149 


- 436 


- 297 


- 68 


- 141 


- 331 


- 212 


- 182 










- 171 


- 316 


15 




19 


capital requirements (net) 


- 131 


- 275 


- 310 




Total Requirements 


- 280 


- 711 


- 607 


- 239 


- 457 


- 316 


- 192 


- 163 


FINANCING 

3. Receipts from extra-Budgetary Funds, etc. 
(o) National Insurance Funds 


125 


46 


48 


50 


48 


51 


14 


23 








18 










42 


(c) Issue Department income 


14 


21 


22 


24 








(d) Departmental balances 


- 139 


6 


22 






— 3 






( e ) Sinking funds . . . . 


27 


35 




36 


36 




3 1 




(/) German arms deposit 


— 


— 


— 


— 


— 


— 


— 




Total extra-Budgetary Funds, etc. 


27 


108 


146 


170 


98 


122 


87 


191 


4. External 

(a) Exchange Equalisation Account: sterling 
receipts 


749 


- 161 


- 160 


15 


166 


62 


- 184 


- 102 


(h) American aid: sterling receipts (net) 


49 


78 


- 56 


- 15 


- 1 


4 


- 5 


- 


(c) Loans taken by U.K. Government: 
sterling receipts (net) 


325 


- 13 


8 


- 79 


6 


5 


, 


15 




- 49 


- 33 


- 44 


- 36 


- 36 


- 38 


77 


- 37 


(iiij I.B.R.D. and I.M.F 


— 


— 


- 57 


- 44 


- 4 


195 


- 14 


- 98 


(iv) Other loans 


- 11 


2 


- 16 


- 16 


- 11 


- 9 


- 14 


- 28 




265 


- 44 


- 125 


- 175 


- 45 


143 


50 


- 148 


Total sterling receipts from external 


















items . . 


1,063 


- 127 


- 341 


- 175 


120 


201 


- 139 


- 250 


5. Increase in the fiduciary note issue 


50 


150 


75 


100 


150 


50 


125 


50 


6. Borrowing from the public 


















(a) Small savings 


- 67 


- 105 


- 71 


59 


- 66 


106 


11 


303 


( b ) Tax reserve certificates . . 


- 19 


- 54 


55 


19 


- 46 


21 


- 17 


44 


(c) Treasury deposit receipts. . 


- 283 


— 


— 


— 


— 


— 


— 


— 


Total non-marketable securities 


- 369 


- 159 


- 16 


78 


- 112 


127 


- 6 


347 


(d) Marketable stocks, etc. 


















(i) Government stocks: issues 


1,003 


413 


440 


299 


549 








(ii) Government stocks : redemptions 
(including sinking funds) 


- 27 


- 288 


- 132 


- 270 


- 134 


- 202 


- 941 


- 404 


(iii) Guaranteed stocks, etc. (net issues 


131 


275 


310 


171 


316 


- 15 


- 20 


- 19 




1,107 


400 


618 


200 


731 








(iv) Less: increase in holdings of Issue 
Department and National Debt 
Commissioners (decrease +) 


- 273 


+ 33 


- 159 


- 182 


- 499 


- 45 


- 41 


+ 359 


Net receipts from the public 


834 


433 


459 


18 


232 


180 


- no 


— 64 


(<•) Increase in Market Treasury Bills 


- 1,325 


306 


284 


48 


- 31 


- 364 


235 


- Ill 


Total borrowing from the public 


- 860 


580 


727 


144 


89 


- 57 


119 


172 


Total Financing 


280 


711 


607 


239 


457 


316 


192 


163 
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Repri* 



from Economic Trends. February I960 



Statistics of inland goods transport 



A new monthly indicator of the volume of inland goods 
transport in Great Britain has been prepared and will be 
published regularly in the Monthly Digest of Statistics. 
This article describes the basis and construction of the 
index and briefly discusses its significance. 

In the past there has been no comprehensive series of 
statistics measuring the volume of goods carried by road 
transport and as a result it has been impossible to give a 
complete measure of the volume of all inland goods traffic. 
Railway statistics are continuously compiled and frequently 
published. Reliable and up to date information about the 
volume of rail goods traffic is therefore readily available( l ). 
The position is quite otherwise in respect of road transport. 



Road transport 

Until comparatively recently almost the only information 
available about goods transport by road consisted of fairly 
detailed analyses of the numbers of vehicles according, for 
example, to their unladen weight, but there was no 
information about the amount of work which the vehicles 
were performing. 

There were two important reasons for this. The 
number of operators involved now substantially exceeds 
half a million and the task of collecting returns from all 
these operators and compiling statistics from the returns 
would be heavy and costly. Secondly, many operators do 
not maintain records of the kind needed to provide 
statistics. 

It was decided to assemble information about the nature 
and volume of the work being performed by the goods 
vehicle fleet by means of sample enquiries. 

The sample enquiries 

Two sample enquiries have been made asking the 
operators of selected vehicles to give particulars of the 
work performed by these vehicles in stipulated weeks. 
These weeks were September 22nd to 28th, 1952, and 
April 21st to 27th, 1958. 

In planning these enquiries it was necessary to balance 
the need for obtaining as much information as possible 
against the importance of securing a very high response 
rate. Many operators would have to keep special records 
for the period covered by the enquiry ; the longer the period 
and the greater the amount of detail the greater their 
difficulties might be. It was decided to confine the enquiry 
to one week and only to ask for information that the 
operators could fairly easily supply from their own know- 
ledge with perhaps the help of a few special records. 

The vehicles to be included in the sample were stratified 
according to unladen weight and type of carrier’s licence. 
The vehicles were selected from the Goods Vehicle Index 
in which there is one sheet for each vehicle with a carrier’s 
licence. The numbers of vehicles to be selected in each 
category and the methods of selection to be used were 



carefully devised to procure a well stratified sample and to 
ensure a properly random selection of vehicles within the 
strata( 2 ). 

These enquiries gave a good deal of information about 
the work done by vehicles of the various licence and un- 
laden weight categories, including mileages which the 
vehicles ran, the tonnages of goods carried and the ton 
mileages of work performed. It was also possible to 
examine statistically the special features of the work done 
by particular categories of vehicles, including those operated 
for hire and those run on the operators’ own account. 
The information obtained in the enquiry made in 1958 was 
given in The Transport of Goods by Road published for the 
Ministry of Transport and Civil Aviation by Her Majesty’s 
Stationery Office in July 1959. The main result, from the 
point of view of the present note, was the preparation of 
estimates of the total volume of road transport work 
during the weeks covered by the enquiries. In both 1952 
and 1958 the weeks covered by the enquiries were chosen 
to be as free as possible from special seasonal influences 
and the total amount of work performed during the weeks 
was grossed up to provide estimates for the year. In 1958 
special traffic counts were carried out during the week of 
the sample enquiry which made it possible to link the 
traffic in that week with the traffic in the month and in the 
whole year. The figures of traffic obtained from the sample 
were grossed up in the proportion which the counts in the 
sample week bore to those for the twelve months. 

The sample enquiries, however, could not provide a 
current series because the cost of the work of selecting the 
sample, issuing, collecting and scrutinising the forms and 
extracting and collating the information is in practice too 
great to allow such enquiries to be undertaken frequently. 

It was necessary to look for an alternative method of 
obtaining a current series. 



Deriving a series from traffic counts 

The numbers of vehicles passing particular points on 
the road system of the country have been counted at 
various times for many years. The original purpose was 
connected with the classification of roads for administrative 
and financial purposes but the counts were later used for 
general highway planning as a guide to the growth of 
traffic on the main roads. They are now used for inter- 
preting the statistics of road accidents and casualties and 
forjudging the efficacy of various road building and safety 
measures. 

Counts are made at fifty points on the trunk and classi- 
fied roads of Great Britain. Each of the four classes of 
road was subdivided between urban and rural areas. This 
gave eight strata. The number of points allocated to each 
stratum was calculated so as to minimise the standard error 
of the estimates of changes in vehicle mileage over the 
roads as a whole. It is believed that counts at these points 
give a good indication of changes in the volume of road 
traffic from one period to another. 



C 1 ) The volume of goods transported by other means, for example, canals, air, pipelines, is not large enough for variations in 
it to distort the picture presented by road and rail statistics. 

(*) The sampling procedures are fully described in * Outlines of the road goods transport industry ’, Journal of the Royal 
Statistical Society, Series A, Vol. 117, Part 3, 1954. 
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Since 1st January, 1958, a continuous series of manual 
counts of the number of vehicles passing these fifty points 
has been taken on Fridays, Saturdays, Sundays and public 
holidays. The changes in the numbers of vehicles passing 
the points on each category of road represent the changes 
in the vehicle miles run on that category of road. The 
count for each category of road is weighted by the total 
length of that category of road in Great Britain in order to 
arrive at the total vehicle miles run on all roads in Great 
Britain. Index numbers of changes in vehicle mileage 
travelled are published in the Monthly Digest of Statistics. 
Motor cars, motor cycles, buses and light and heavy goods 
vehicles are recorded separately. In this connection ‘light’ 
goods vehicles are mainly those not over 1£ tons unladen 
weight, and heavy goods vehicles are the remainder. 

For the present purpose it is the series for goods vehicles 
which is important. This can be used as an indicator of 
changes in the ton-mileage performed by goods vehicles, 
so as to build up a continuous series of estimated changes 
in the volume of road goods transport. 

To use the traffic counts for this purpose assumes that 
goods vehicle ton-mileage changes from one period to 
another in the same proportion as vehicle mileagef 1 ). 
There are two main reasons for accepting this assumption. 

A large proportion of the ton-mileage performed by road 
vehicles is on journeys on which a load is picked up at 
one place and is carried intact to a single point of delivery. 
It appears to be a feature of the greater part of this work 
that changes in the volume of traffic will be fully reflected 
in changes in vehicle miles. For example a reduction in 
the quantity of gravel to be carried to a building site will 
result in a smaller number of trips, not a smaller load for 
the vehicle on each trip. 

The second major reason for believing that changes in 
vehicle mileage will closely reflect changes in ton-mileage 
iS that an important feature of the operation of goods 
vehicles is flexibility: they rarely run to a timetable and if 
an adequate load is not forthcoming either a vehicle can be 
held until the load is made up or the run can be cancelled. 

Hence it seems unlikely that variations in load factors 
will render changes in vehicle mileage a bad guide to changes 
in ton-mileage. It will be desirable, however, to make 
fresh sample enquiries fairly frequently to allow for long- 
term changes in the size and loading of vehicles and to 
rebase the series. 



Statistics of inland goods transport 

Using for road vehicles the methods outlined above it is 
now possible to prepare monthly estimates for inland 
transport. Taking the sample week as a benchmark and 
employing the changes in goods vehicle mileage derived 
from the counts as an indicator estimates were obtained of 
the total ton-mileage operated by road goods vehicles in 
each calendar month. Corresponding figures have been 
prepared for the railways with the aid of published statistics. 
Corrections have been made to eliminate the effects of 
differences in the number of days in the month, so that the 
series given in the table reflects changes in the levels of 
traffic in months of a standardized length. 



Monthly index of inland goods transport 



Monthly average 1958 = 100(‘) 





Road 


Rail 


Total 


1958 January 


88 


111 


98 


February 


96 


113 


103 


March 


103 


113 


107 


April . . 


100 


105 


102 


May . . 


107 


101 


105 


June . . 


105 


99 


103 


July . . 


96 


86 


92 


August 


93 


80 


88 


September . . 


102 


93 


98 


October 


106 


100 


104 


November . . 


107 


103 


106 


December . . 


96 


96 


96 


1959 January 


90 


102 


95 


February 


101 


107 


104 


March 


100 


95 


98 


April . . 


111 


99 


106 


May . . 


108 


92 


101 


June . . 


111 


97 


105 


July . . 


111 


84 


100 


August 


106 


81 


95 


September 


112 


97 


106 


October 


117 


103 


111 


November . . 


118 


105 


112 


December . . 


105 


101 


103 



(‘) The estimated total ton-mileage by road in 1958 was 23 • 1 
thousand million and by rail 18-4 thousand million. 



In interpreting and using the index of inland goods 
transport it is important to keep in mind its limitations. 
The method of calculating the volume of road goods 
transport is novel and it may not yet have been in use 
long enough for all the shortcomings to appear. The 
usefulness of the measure of transport activity will be 
greatly affected by its accuracy, and it will be necessary to 
have experience of the behaviour of the transport series 
over a period of time before deciding exactly how much 
weight it will bear in its present form. 

This new index number is of obvious interest in connec- 
tion with the development of the two forms of transport, 
making it possible to trace fluctuations in the total volume 
of traffic carried by each. But it is also of wider interest. 
The total volume of inland goods transport is a useful 
economic indicator because the volume of goods carried 
will reflect levels of activity in a wide range of industries 
and trades. It can be prepared quickly, and may give a 
valuable early indication of changes in the general level of 
economic activity: at present the index of inland goods 
transport can generally be calculated about the end of the 
third week of the month following the month to which it 
relates. 



I 1 ) A full discussion of these assumptions and the justification of them will be found in a paper entitled ‘ Statistics of the Transport 
of Goods by Road ’ read to the Royal Statistical Society on January 20th, 1960. 
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The chart shows that the index of inland goods transport 
and the index of industrial production appear to have 
moved closely together in the last two years. Nevertheless 
there are many reasons why the index of inland goods 
transport should differ from the index of industrial produc- 
tion and these should be borne in mind in interpreting the 
movements of the two series. The scope of the two differs 
since activities other than industrial production (such as 
agriculture and distribution) give rise to goods for trans- 
port. Changes in stocks at the different stages of the 
economic process will cause divergent movements of the 



two indices. There is a suggestion in the figures that 
transport may fall less than production in the summer and 
rise rather less in the autumn. Apart from these basically 
short-term factors, structural alterations in the economy 
will cause the two indices to diverge in the long run. 
Moreover, as final output tends to become more highly 
finished and more expensive per unit of weight the transport 
index, which measures physical volume, will tend to rise 
more slowly than the index of production which measures 
net value added. 

Ministry of Transport 



MONTHLY INDICES OF INLAND GOODS TRANSPORT 
AND INDUSTRIAL PRODUCTION 



Average for 1958 = 100 
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Seasonal movements in the statistics of unemployment 
and of unfilled vacancies 



Changes from month to month in the statistics of un- 
employment and of unfilled vacancies are caused in part by 
seasonal factors. The extent to which the changes are 
seasonal cannot be determined precisely, but, in so far as 
the seasonal fluctuations conform to a broadly similar 
pattern from year to year, it is possible, on the experience 
of several years, to assess what can be described as normal 
seasonal movements. This article describes the methods 
which have been used experimentally for some years by 
the Ministry of Labour to calculate estimates of normal 
seasonal movements in the statistics of registered wholly 
unemployed persons and of unfilled vacancies; the current 
estimates for these series are appended in Tables 1, 2, 3 
and 4. 

General limitations of calculated seasonal movements 

The use of estimates of normal seasonal movements in 
the interpretation of current data assumes that the experi- 
ence of recent years provides a reasonably satisfactory 
indication of the seasonal fluctuations to be expected under 
present conditions. Seasonal movements estimated in 
this way, however, are average movements, and it is not to 
be expected that they will coincide exactly with the actual 
movements in any particular year. There are variations, 
in both time and extent, in the influence of seasonal factors 
from year to year; for example, weather conditions in 
two successive years are never quite the same, and harvests 
are frequently described as early or late and good or poor. 
Any estimates are, of course, subject to margins of error. 
Moreover, the seasonal fluctuations are influenced by 
current economic conditions. A radical change in the 
level of economic activity or in the structure of industry 
can change the whole patterns of seasonal fluctuations in 
the statistics of unemployment and of unfilled vacancies. 
When using estimates of normal seasonal movements, 
therefore, full account must be taken of their inherent 
limitations. 

If a series of statistics of this kind is adjusted by removing 
the normal effect of seasonal factors, the adjusted series 
still contains the effect of seasonal abnormalities, such as 
extreme weather conditions. In addition, the adjusted 
series is affected by random fluctuations in the demand 
for, and supply of, labour which are not in any way 
associated with seasonal factors. Adjustment of a series 
by eliminating the normal effects of seasonal factors does 
not therefore, necessarily reveal the underlying trend, 
although it may make it more readily discernible. 

Special factors affecting unemployment and vacancy statistics 

The relationships between the dates on which the counts 
of unemployed persons and unfilled vacancies are taken 
and moveable holidays and the ends of school terms 
may sometimes be of special significance. The effect which 
variations in the intervals between Easter and, to a lesser 
extent, Whitsuntide and the dates of counts have on the 
unemployment and vacancy statistics at those dates can be 
appreciable, but it is difficult to measure. Boys and girls 
now leave school at the end of a term and so large numbers 
first register for employment in January, April and August. 
The unemployment and vacancy statistics for these months 
especially are therefore affected by the numbers leaving 



school, and these numbers vary from year to year. In 
these months, moreover, the numbers of young persons 
registered as unemployed and also the numbers of unfilled 
vacancies for young persons vary substantially from day 
to day. 

The much larger numbers of young persons who will 
enter the employment field on leaving school from 1961 
onwards raise a special difficulty in this context. Past 
experience clearly cannot provide so reliable a guide to the 
seasonal changes which may occur in the unemployment 
and vacancy statistics for young people during the forth- 
coming period as it might have done in the absence of this 
population bulge. Moreover, on theoretical grounds, 
methods of estimating seasonal movements using twelve- 
month moving averages are much less appropriate for 
school leavers. 

For these reasons the estimates given in the appended 
Tables 1 and 2 are for registered wholly unemployed 
persons other than school leavers. For this purpose, a 
school leaver means a registered unemployed person under 
18 years of age who has not yet been in insured employ- 
ment. Statistics of wholly unemployed persons, excluding 
school leavers, for the period January, 1949 to February, 
1960, have not been published previously and are given 
in Table 5. These statistics will be published monthly in 
future issues of the Ministry of Labour Gazette. The 
statistics of unfilled vacancies for young persons are in- 
fluenced by the number of young persons entering the 
employment field, but it is not possible to exclude vacancies 
for school leavers from the statistics. The estimates for 
young persons given in Tables 3 and 4 are thus less reliable 
than those for adults. 

Method of calculation 

The method of calculating the estimates of normal 
seasonal movements in each series of statistics is, briefly: — 

(а) To calculate, for each individual month in a period 
of years, a centred moving average of the figures 
in the series over a twelve-month periodf 1 ); 

(б) to measure the absolute deviations of the actual 
figures in the series from the corresponding moving 
averages; 

(c) to average the deviations for corresponding 
calendar months over a period of years( 2 ) (for 
example, to average all the January deviations); 
and finally 

(d) to obtain the difference between the average 
deviations for successive months. 

The calculations are directed to estimating normal 
movements and so figures for months or periods which are 
clearly exceptional are ignored. The average deviation for 
each month of the year, obtained at stage (c), measures 
the average effect of seasonal factors on the level of un- 
employment or unfilled vacancy statistics during the 
relevant month, and is regarded as the normal seasonal 
deviation for that month. The difference between the 
normal deviations for successive months, obtained at stage 
(d), is regarded as the normal seasonal change between the 
two months. 



C 1 ) This involves taking the arithmetic mean of the monthly averages for two overlapping periods of twelve months. For example 
M by ,atlng "" m °“ of ,h<! m ™ ,bly av " as “ for ,he ,w ° p,!riods 
(») When the twelve average monthly deviations so derived, do not cancel one another out in total, they are modified so that 
their sum approximates to zero. } 
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Seasonal movements in unemployment 
The figures given in Tables 1 and 2 relate to the numbers 
of persons, other than school leavers, registered as wholly 
unemployed in Great Britain ; no account is taken of the 
numbers of persons temporarily stopped for seasonal or 
other reasons. Under relatively stable economic con- 
ditions, the number of temporarily stopped workers tends 
to decrease during the holiday months of July and August 
and then begins to rise again, but the extent of this seasonal 
movement is not statistically significant. The estimated 
seasonal movements in unemployment are based on data 
for the period from July, 1948, onwards. They are given 
for males and females, separately and in total, for each 
of the following sectors and for all industry: agriculture, 
forestry and fishing (Order I); all manufacturing in- 
dustries (Orders III to XVI inclusive); construction 
(Order XVII); transport and communication (Order 
XIX); distributive trades (Order XX); catering, hotels, 
etc. (Minimum List Heading 884); all other industries and 
services (Orders II, XVIII, XXI, XXII, XXIII (excluding 
M.L.H. 884) and XXIV and persons of 18 years of age 
and over not classified by industry). The all industry figures 
are obtained by aggregating the sector estimates. The 
calculations of the estimates for the various industrial 
sectors have been based on data classified according to the 
Standard Industrial Classification before the recent revision. 
The introduction in 1959 of the revised Standard Industrial 
Classification (1958 edition) has no effect, of course, on the 
figures relating to the total numbers of unemployed; the 
revisions of the content of the various sectors of industry 
have only a slight effect on the validity of the estimates for 
those sectors in the interpretation of either current or 
recent data. 

The estimates are given in two forms; — 

Table 1. Normal monthly seasonal deviations of the 
numbers of persons wholly unemployed in Great 
Britain (excluding school leavers). 

Table 2. Normal monthly seasonal changes in the 
numbers of persons wholly unemployed in Great 
Britain (excluding school leavers). 

The normal seasonal deviation for a month is the average 
amount by which the actual figure for the month is greater 
(if positive) or less (if negative) than the corresponding 
centred 12-month moving average. 

The normal seasonal change between successive months 
is the difference between the two normal seasonal deviations 
and is the estimate of the average change from the first to 
the second month due to seasonal factors. 

It is generally preferable, for reasons of clarity, to refer 
to the normal seasonal change between two months rather 
than to the deviation for a single month, particularly when 
this has a negative value. 

Seasonal movements in unfilled vacancies 
The figures given in Tables 3 and 4 relate to the numbers 
of unfilled vacancies. They are based on information for 
the period beginning March, 1952. For the purposes of 
these calculations, it has thus been assumed that the 
seasonal movements in the figures during the period from 
March 1952 to May 1956 were not affected to a marked 
extent by the operation of the Notification of Vacancies 
Order. This Order required all engagements within its 
scope to be made through an employment exchange or 
scheduled employment agency. As the frequency of 
statistical returns of vacancies was changed early in 1957 
from 13 to 12 times a year, a notional series of monthly 
figures has been compiled for the period 1952-1957 by 
interpolation. Interest in the industrial analysis of the 



unfilled vacancy figures is much less than in that of the 
unemployment statistics and so the estimates relating to 
unfilled vacancies are given only for the whole field of 
industrial employment; separate estimates are given for 
vacancies for adult men, for adult women and for young 
persons under 1 8 years of age. 

These estimates are also given in two forms: — 

Table 3. Normal monthly seasonal deviations in the 
numbers of unfilled vacancies in Great Britain. 

Table 4. Normal monthly seasonal changes in the 
numbers of unfilled vacancies in Great Britain. 

Annual revision of estimated seasonal movements 

Revised estimates of normal seasonal movements for 
current use are made each year, taking information for 
the past year into account. The figures relating to un- 
employment given in Tables 1 and 2 are derived from 
deviations from moving averages during the 10-year period 
1949-1958. When unemployment statistics up to June 
1960 are available, revised estimates will be calculated, 
based on deviations during the 10-year period 1950-1959. 
The estimates are thus 10-year moving averages of 
deviations of the monthly unemployment statistics from 
centred 12-month moving averages. For vacancy statistics, 
the base period will be lengthened each year until it is the 
same as that used for unemployment statistics. 

Limitations of the method 

The calculation of these estimates of normal seasonal 
movements has been based on a period in which the 
numbers of registered wholly unemployed persons and of 
unfilled vacancies varied within relatively narrow ranges 
without very pronounced trends. This is one reason why 
the estimates given in the appended tables are expressed 
in absolute terms rather than in the form of percentages. 
One important feature of this method of estimating the 
effect of seasonal factors is that the results can be expressed 
very simply in the form of normal monthly changes, as in 
Tables 2 and 4. This is most useful in assessing the signifi- 
cance of month to month changes in these fields. Express- 
ing the estimated seasonal movements in absolute form 
has other important advantages, in that simple addition 
of the sector estimates gives estimates for all industry and 
estimates for males and for females can also be added 
together. This form of expressing the estimates can, 
however, give rise to difficulties in some circumstances. 
If, for example, the number wholly unemployed is relatively 
low in January, as it was in 1956, there may be insufficient 
scope for the estimated normal seasonal reduction in un- 
employment in the first half of the year to occur, because 
the register at any date always includes substantial numbers 
of persons who are moving from job to job. Similarly, 
substantial numbers of unfilled vacancies represent con- 
tinuous demands for labour to replace workers moving 
from job to job and for workers whose particular skills 
or qualifications are in short supply. Consequently, in 
periods of low demand for labour, such as the autumn of 
1958, normal seasonal reductions in the numbers of 
unfilled vacancies are unlikely to occur. 

Movements from one month to the next in the figures 
of unemployment and unfilled vacancies may be con- 
sidered to have three components:— the trend movement, 
the normal seasonal monthly change and a residual move- 
ment. The last is the result of abnormal short-term 
influences of all kinds. As the estimated normal seasonal 
changes are subject to margins of error and the residual 
movement can be substantial, it is often difficult to perceive 
the current underlying trend. The diagram below shows 
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the distribution, about the normal estimates, of the actual 
monthly changes in the deviations from the centred moving 
averages of the total numbers of wholly unemployed, 
excluding school leavers, in the period 1949-1958. This 
illustrates the definite seasonal pattern of the monthly 
changes in the deviations and the extent of the random 
variations in the residual movements. 

The additive method of calculation used by the Ministry 
assumes that the normal seasonal movements are in- 
dependent of the current level of unemployment or demand 
for labour. The estimates relating to unemployment 
statistics are least reliable during short periods of abnor- 
mally high unemployment, when the actual seasonal 
movements are greater than the normal movements. An 
alternative assumption could be made that the normal 
seasonal movements are directly proportional to the level 
of unemployment, and the seasonal deviation of the actual 
figure for a month from the corresponding moving average 
expressed as a percentage of the actual figure. Tests have 
shown that an alternative multiplicative method of this 
kind in this field gives estimates which do not differ much 
from those obtained by the additive method, but which are 
generally subject to smaller margins of error. A multi- 
plicative method probably gives improved estimates when 
there are considerable short-term changes in the level of 



unemployment; but the method has some disadvantages. 
Deviations expressed in percentage form cannot be trans- 
lated so readily into monthly changes. Sector estimates 
cannot be combined so readily to obtain estimates for all 
industry, nor can estimates in percentage form for males 
and for females be added together. 

Improved estimates would probably be obtained if less 
simple assumptions were made — for example, that for 
each of the calendar months, there is a more general kind 
of linear relationship (relatively stable from year to year) 
between the actual figure for a month (possibly subject 
to certain adjustments) and a notional trend figure for the 
month. Such methods have similar disadvantages to those 
of multiplicative methods. These disadvantages, compared 
with the additive method, seem to outweigh the advantages 
of possible reductions in the margins of error of the 
estimated seasonal movements. In all cases, it is possible 
to adopt iterative procedures based on progressively 
improved estimates of the trend figures, but in the field of 
unemployment and vacancy statistics these procedures 
have little effect on the resulting estimates as the 12-month 
moving averages of these statistics do not change erratic- 
ally. The Ministry of Labour is continuing to use the 
simpler additive methods for the present, but the methods 
used are being kept under continuous review. 
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Estimated normal seasonal derations of the numbers of registered wholly unemployed persons 
(excluding school leavers) in Great Britain 
(based on period 1949-19S8) 
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Manufacturing indus- 
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Construction 
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Distributive trades 
Catering, hotels etc. 
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services 

All industries and services 



Females 
Agriculture, 
fishing 

Manufacturing 
tries ... 

Construction ... 
Transport and com- 
munication ... 
Distributive trades 
Catering, hotels etc. ... 
All other industries and 
services 

All industries and services 
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fishing 

Manufacturing indus- 
tries 

Construction 

Transport and com- 
munication 

Distributive trades 
Catering, hotels etc. ... 
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services 

All industries and services 
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+ 2-7 


+ 2-5 


+ 2-4 


+ 2-2 


+ 2-4 


- 1-2 


- 3-9 


- 3-8 


- 1-4 


- 0-6 


- 0-7 
















— 


— 


— 


— 


— 




+ 0-3 
+ 3 0 
+ 3-2 


+ 0-4 
+ 3-1 
+ 3-2 


+ 0-3 
+ 2-2 
+ 2-2 


™o\n 
666 
++ 1 


- 0-1 
+ 0-1 
- 1-2 


- 0-3 

- 2-2 
- 4-3 


- 0-5 

- 3-3 

- 5-3 


- 0-5 

- 2-8 
- 5-3 


- 0-3 

- 1-3 

- 2-6 


+ 0-1 
+ 0-5 
+ 2-6 


+ 0-3 
+ 0-5 
+ 4-7 


+ 0-2 
- 0-7 
+ 3-6 


+ 1-5 


+ 2-5 


+ 2-3 


+ 0-9 


+ 0-5 


- 3-3 


- 5-1 


- 4-7 


- 1-3 


+ 2-4 


+ 3-2 


+ 1-4 


-t-12-6 


+ 13-5 


+10-6 


+ 3-7 


+ 1-4 


-12-4 


-19-2 


-18-0 


- 7-9 


+ 4-0 


+ 7-9 


+ 4-2 


+ 5-3 


+ 4-7 


+ 3-2 


+ 0-9 


- 0-4 


- 3-3 


- 4-1 


- 3-2 


- 2-6 


- 2-7 


- 0-2 


+ 2-3 


+ 9-2 
+13-6 


+ 8-9 
+11-5 


+ 7-9 
+ 5-7 


+ 5-0 
- 0-7 


+ 4-1 
- 3-1 


- 5-4 

- 5-9 


- 9-9 

- 7-5 


- 8-7 

- 6-3 


- 5-7 

- 6-2 


- 1-5 

- 4-2 


- 1-8 
+ 0-5 


- 2-3 
+ 2-5 


+ 5-4 


+ 3-9 
+ 5-3 


+ 2-7 
+ 4-2 


+ 0-8 


- 0-7 


- 2-8 


- 3-9 

- 5-8 

- 8-6 


- 4-0 

- 4-7 

- 8-3 


- 2-4 


+ 0-5 


+ 1-7 


+ 0-8 


+ 5-9 j 


H 


+ 4-0 


- 0-2 


- 2-3 


- 7-2 


- 4-5 


+ 3-4 


+ 0-3 
+ 6-9 


- 0-9 


+ 6-7 ! 


f 7-2 
— 1- 


+ 5-7 


+ 2-1 


- 0-5 


- 8-5 


-11-1 


- 9-2 


- 4-9 


+ 2-8 


f 6-0 


+ 3-6 




flO-O 


-2-6 


-36-9 


-50-9 


-44-4 


-29-2 


- 1-8 


H3-4 


+ 11-8 
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Estimated normal monthly seasonal changes in the numbers of registered wholly unemployed persons 
(other than school leavers) in Great Britain 

Table 2 (based on period 1949-1958) Thousands 





Dec. 

to 

Jan. 


to 

Feb. 


Feb. 

to 

Mar. 


Mar. 

to 

April 


April 

to 

May 


jto 


June 

to 

July 


July 

to 

Aug.- 


Aug. 

to 

Sept. 


Sept 

to 

Oct. 


Oct. 

to 

Nov. 


to 

Dec. 


Males 

Agriculture, forestry, 
fishing 


+ 1-9 


- 0-5 


- 0-9 


- 1-0 


- 1-1 


- 2-1 


- 0-8 














Manufacturing indus- 
tries 


+ 7-7 


- 01 


- 0-9 


- 2-7 


- 1-1 


- 5-9 


- 1-8 












Construction 


+11*1 


- 2-1 


- 5-8 


- 6-4 


- 2-4 


- 2-8 


- 1-6 


+ 1-2 


+ 0-1 








Transport and com- 
munication ... 


+ 3-0 


- 0-1 


- 11 


- 1-7 


- 1-3 


- 1-9 


- 0-9 


- 0-1 










Distributive trades 


+ 2-6 


- 0-2 


- 0-2 


- 0-8 


- 1-0 


- 1-8 


- 0-9 


+ 0-6 










Catering, hotels etc. ... 


+ 0-5 


- 0-2 


- 0-7 


- 1-7 


- 1-2 


- 1-8 


- 0-4 


+ 0-3 




+ 2-7 






All other industries and 
services 


+ 30 


- 0-5 


- 1-3 


- 2-2 


- 2-2 


- 4-2 


- 0-8 


+ 1-5 


+ 0-9 


+ 4-0 


+ 2-4 


- 0-6 


All industries and services 


+29-8 


- 3-7 


-10-9 


-16-5 


-10-3 


-20-5 


- 7-2 


+ 5-3 


+ 5-1 


+15-5 


+ 11-3 


+ 2-1 


Females 

Agriculture, forestry, 
fishing 


+ M 


- 0-1 


- 0-6 


- 1-3 


- 0-2 


- 0-8 




+ 0-2 










Manufacturing indus- 
tries 


-1- 3-8 


- 0-2 


- 0-1 


- 0-2 


+ 0-2 


- 3-6 


- 2-7 


+ 0-1 


+ 2-4 








Construction 


























Transport and com- 
munication 


+ 0-1 


+ 0-1 


- 01 


- 0-2 


- 0-2 


- 0-2 


- 0-2 












Distributive trades 


+ 3-7 


+ 0-1 


- 0-9 


- 1-3 


- 0-8 


- 2-3 


- 1-1 


+ 0-5 


+ 1-5 








Catering, hotels etc. ... 


- 0-4 


nil 


- 10 


- 2-5 


- 0-9 


- 3-1 


- 1-0 




+ 2-7 








All other industries and 
services 


+ 01 


+ 1-0 


- 0-2 


- 1-4 


- 0-4 


- 3-8 


- 1-8 


+ 0-4 


+ 3-4 


+ 3-7 


+ 0-8 


- 1-8 


All industries and services 


+ 8-4 


+ 0-9 


- 2-9 


- 6-9 


- 2-3 


-13-8 


- 6-8 


+ 1-2 


+ 10-1 


+11-9 


+ 


•9 


- 3-7 


Males and females 
Agriculture, forestry, 
fishing 


-1- 30 


- 0-6 


- 1-5 


- 2-3 


- 1-3 


- 2-9 


- 0-8 












Manufacturing indus- 
tries 


+ 11-5 


- 0-3 


- 10 


- 2-9 


- 0-9 


- 9-5 


- 4-5 












Construction 


-MM 


- 2-1 


- 5-8 


- 6-4 


- 2-4 


- 2-8 


- 1-6 


+ 1-2 


+ 0-1 








Transport and com- 
munication 


+ 3-1 


nil 


- 1-2 


- 1-9 


- 1-5 


- 2-1 


- 11 


- 0-1 










Distributive trades 


+ 6-3 


- 0-1 


- 11 


- 2-1 


- 1-8 


- 4-1 


- 2-0 












Catering, hotels etc. ... 


+ 0-1 


- 0-2 


- 1-7 


- 4-2 


- 2-1 


- 4-9 














AH other industries and 
services 


+ 3-1 


+ 0-5 


- 1-5 


- 3-6 


- 2-6 


- 8-0 


- 2-6 


+ 1-9 


+ 4-3 


+ 7-7 


+ 3-2 


- 2-4 


All industries and services 


+38-2 


- 2-8 


-13-8 


-23-4 


-12-6 


-34-3 


-14-0 


+ 6-5 


+15-2 


+27-4 


+15-2 


- 1-6 



Estimated normal monthly seasonal deviations of the numbers of unfilled notified vacancies 
at employment exchanges, etc., in Great Britain 

Tat> i e 3 (h ‘* std on p*™* i»S2-58) Thousands 





Jan. 


Feb. 


Mar. 


April 


May 


June 


July 


Aug. 


Sept. 


Oct. 


Nov. 


Dec. 


Adults 18 years of age 
and over 

Men 

Women 


-15-9 

-10-5 


-14-5 
- 7-6 


- 7-7 

- 2-4 


+ 1-3 
+ 3-3 


+ 4-9 
+ 5-2 


+ 10-0 
+ 13-8 


+11-7 
+ 15-8 


+ 10-1 
+ 8-2 


+ + 


+ 4-8 
- 4-0 


- 3-5 

- 9-6 


-10-3 

-14-2 


Total 


-26-4 


-22-1 


-10-1 


+ 4-6 


+ 10-1 


+23-8 


+27-5 


+ 18-3 


+11-2 


+ 0-8 


-13-1 


-24-5 


Young persons under 
18 years of age 

Boys 

Girls 


- 4-8 

- 5-1 


- 6-9 

- 7-1 


33 


+ 1-40 
+ 2-70 


- 2-10) 
- 1-20 


+ 3-1 
+ 4-8 


++ 


+ 8-0 
+ 8-4 


- 2-2 
- 2-7 


- 3-4 

- 4-8 


- 2-3 

- 3-4 


+ 0-8 
- 0-2 


Total 


- 9-9 


-14-0 


- 3-80 


+ 4-10 


- 3 - 3C) 


+ 7-9 


+21-3 


+16-4 


- 4-9 


- 8-2 


- 5-7 


+ 0-6 


Total 


-36-3 


-36-1 


-13 -90 


+ 8-7« 


+ 6-80 


+31-7 


+48-8 


+34-7 


+ 6-3 


- 7-4 


-18-8 


-23-9 



( l ) These estimates are less reliable when Easter is in March or after mid-April. 
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Estimated normal monthly seasonal changes in the numbers of unfilled notified vacancies 
at employment exchanges, etc., in Great Britain 
Table 4 (ba»td on period 1952-58) 





Dec. 

to 

Jan. 


Jan. 

to 

Feb. 


Feb. Mar. 

to to 

Mar. April 


April 

to 

May 


lo* 

June 


June 

to 

July 


July 

Aug. 


Aug. 

to 

Sept. 


Sept. 

to 

Oct. 


Oct. 

to 

Nov. 


Nov. 

to 

Dec. 


Adults 18 years of age 
and over 

Men 

Women 


- 5-6 
+ 3-7 


■f 1-4 
■f 2-9 


4- 6-8 !t 9-0 
+ 5-2 j-r 5-7 


4- 3-6 
4- 1-9 


4 5-1 
4 8-6 


4 1-7 
4 2-0 


- 1-6 
- 7-6 


- 0-7 

- 6-4 


- 4-6 

- 5-8 


- 8-3 

- 5-6 


- 6-8 
- 4-6 


Total 


- 1-9 


-r 4-3 


+12-0 ! 4-14- 7 


4 5-5 


413-7 


4 3-7 


- 9-2 


- 7-1 


-10-4 


-13-9 


-11-4 


Young persons • under 
18 years of age 
Boys ... * ... 

Girls 


- 5-6 

- 4-9 


- 2-1 
- 2-0 


+ 5-«0' + 2- 7(*) 
4 4- 60); 4 5-20 


- 3- 50 

- 3 -90 


4 5 -20 
4 6 00 


4 6-8 
4 6-6 


- 1-9 

- 3-0 


-10-2 
— 11-1 


- 1-2 
- 2-1 


44 


4 3-1 
4 3-2 


Total 


-10-5 


- 4-1 


-4l0-2( l ) 4- 7-9( l ) 


- 7-4( 1 ) 


411-20 


413-4 


- 4-9 


-21-3 


- 3-3 


4 2-5 


4 6-3 


Total 


-12-4 


-r 0-2 


+22-201+22-60 


- I-9C) 


424-90 


417-1 


-14-1 


-28-4 


-13-7 


—11-4 


- 5-1 



0 These estimates-are less reliable when Easter is in March or after mid-April. 



Numbers of wholly unemployed persons in Great Britain excluding school leavers (that is boys and girls under 18 years 
Table 5 of age who had, at the respective dates, no previous insurable employment). Thousands 





Jan. 


Feb. 


March 


April 


May 


June 


July 


Aug. 


Sept. 


Oct. 


Nov. 


Dec. 




Males 


1949 


270-3 


258-1 


245-2 


231-0 


219-0 


193-6 


180-6 


185-5 


192-5 


213-9 


228-9 


233-4 


1950 


254-4 


258-5 


240-5 


223-8 


212-4 


194-9 


188-7 


188-7 


187-5 


200-0 


197-2 


200-8 


1951 


220-2 


197-8 


177-6 


158-8 


136-8 


120-4 


114-9 


119-2 


124-6 


139-0 


151-8 


158-3 


1952 


189-0 


198-4 


192-6 


186-1 


180-0 


169-4 


169-8 


183-3 


187-3 


208-4 


223-9 


232-9 


1953 


260-8 


247-1 


223-7 


214-5 


197-8 


178-2 


167-8 


172-7 


172-3 


185-3 


195-7 


199-4 


1954 


227-9 


244-4 


212-6 


189-6 


174-4 


147-4 


135-7 


141-0 


141-0 


152-2 


159-3 


157-2 


1955 


180-6 


169-4 


162-3 


140-3 


124-1 


115-6 


107-2 


110-4 


114-0 


126-7 


136-8 


134-3 


1956 


162-0 


166-1 


158-5 


146-3 


134-9 


125-7 


127-1 


137-2 


141-8 


150-1 


160-9 


176-5 


1957 


233-5 


246-5 


230-1 


216-7 


199-1 


169-6 


160-1 


170-0 


175-5 


182-5 


207-9 


224-0 


1958 


262-7 


279-2 


284-4 


285-7 


274-0 


263-1 


258-4 


271-1 


285-8 


316-7 


341-8 


342-6 


1959 


392-3 


398-4 


360-6 


340-0 


314-2 


276-5 


268-2 


273-2 


272-4 


287-6 


301-0 


297-0 


1960 


317-0 


306-7 
























Females 


1949 


88-9 


91-4 


85-8 


74-5 


72-3 


61-4 


53-3 


57-6 


63-4 


76-8 


86-5 




1950 


102-7 


101-4 


96-6 


86-3 


88-2 


76-0 


69-6 


73-2 


79-5 


93-6 


97-7 


92-2 


1951 


95-6 


93-6 


88-9 


84-2 


70-9 


62-2 


57-3 


59-3 


73-9 


92-8 


100-7 




1952 


117-3 


124-2 


134-2 


128-5 


136-4 


125-2 


117-9 


119-8 


129-2 


137-8 






1953 


142-1 


137-7 


132-4 


.121-0 


116-2 


96-3 


85-0 


86-7 


99-1 


109-9 






1954 


115-9 


117-4 


112-2 


'103-4 


97-7 


77-8 


69-4 


69-0 


78-7 


88-6 






1955 


91-3 


94-3 


87-6 


78-5 


72-8 


63-9 


55-3 


57-5 


63-5 


73-3 






1956 


81-5 


79-4 


78-5 


77-2 


71-7 


63-1 


62-1 


65-0 


77-7 


86-9 






1957 


102-1 


108-2 


103-8 


95-4 


91-2 


76-1 


66-4 


68-9 


76-8 








1958 


102-0 


110-6 


109-5 


109-5 


111-0 


102-9 


98-1 


100-7 


113-8 


127-6 






1959 


138-9 


141-8 


135-3 


131-7 


124-1 


106-3 


98-3 


98-6 


102-0 


111-7 






1960 


115-4 


118-9 
























Total Males and Females 


1949 


359-2 


349-5 


331-0 


305-5 


291-2 


255-0 


233-9 


243-0 


255-9 


290-7 






1950 


357-1 


359-9 


337-1 


310-1 


300-6 


270-9 


258-4 


262-0 


267-0 








1951 


315-8 


291-3 


266-5 


243-0 


207-7 


182-7 


172-2 


178-5 


198-5 








1952 


306-3 


322-5 


326-9 


314-7 


316-4 


294-6 


287-6 


303-1 


316-5 


346-2 






1953 


402-8 


384-8 


356-1 


335-5 


314-1 


274-5 


252-7 


259-4 


271-4 


295-2 






1954 


343-8 


361-8 


324-8 


293-0 


272-1 


225-2 


205-1 


.210-0 


219-7 








1955 


271-9 


263-7 


249-9 


218-7 


197-0 


179-5 


162-5 


167-9 


177-4 








1956 


243-5 


245-6 


237-0 


223-6 


206-6 


188-8 


189-2 


202-2 


219-5 








1957 


335-6 


354-7 


333-8 


312-0 


290-3 


245-8 


226-5 


238-8 


252-4 


264-1 






1958 


364-7 


389-7 


393-9 


395-2 


385-0 


366-0 


356-6 


371-7 


399-6 


444-3 






1959 


531-2 


540-2 


496-0 


471-7 


438-3 


382-8 


366-5 


371-8 


374-4 








1960 


432-4 


425-6 
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Reprinted from Economic Trends, March I960 



The new index of agricultural net output in the United Kingdom 



The index compiled by the Ministry of Agriculture, 
Fisheries and Food of the volume of agricultural output 
has been in existence since the end of the war. It covers 
the period from pre-war (with the average of the three crop 
years 1936/1937 to 1938/1939=100) to the present day, 
using 1945/1946 price weights and measures changes in 
the agricultural industry’s output net of feedingstuffs, seeds 
and livestock, including their processing and distribution 
costs. This concept of net output differs from that used for 
purposes of measuring the share of the gross domestic 
product attributable to an individual industry. On the 
other hand, it agrees closely with that often used for 
purposes of international comparison, for example, by 
O.E.E.C., agricultural gross output being reduced by the 
extent to which other countries have contributed to that 
output by supplying farm produce for further processing. 

As indicated in the White Paper on the Annual Review 
and Determination of Guarantees, 1960 (Cmnd. 970), a 
new index of agricultural net output has now been pre- 
pared. A sufficient reason for this would have been the 
age of the old series, since in common with all index 
numbers it has become less reliable the further it has moved 
from its base. But, in addition, in preparing this new 
index, the Ministry of Agriculture, Fisheries and Food has 
taken the opportunity to move closer to the definition of 
net output used for other industries within the country, as 
described in the Central Statistical Office booklet on The 
Index of Industrial Production published in 1959, and the 
index now measures changes in the value added by the 
agricultural industry to all the goods and services it pur- 
chases, whether from abroad or from other industries. 

Basically the new index, like its predecessor, is a quantum 
index in which the quantity of each individual item of 
output and input in any year is multiplied, or weighted by 
the price of that item in a base period. The total net value 
in the base period provides the divisor for converting the 
corresponding annual totals into a series of percentages 
which constitutes the index. The base year used for price 
weighting the component quantities has been brought 
up-to-date by discarding the 1945/1946 crop year price 
relativities of the old index in favour of the average prices 
ruling in the three years 1954/1955, 1955/1956 and 
1956/1957. The individual items of produce have also been 
sub-divided, where practicable, into grades to enable more 
weight to be given in the new index to variations in the 
quality of produce. 



Period covered by the new index 
The new index of net output has been calculated for the 
years 1953/1954 onwards. The first year of this index 
coincides broadly with the final abandonment of war-time 
and post-war food controls. The new index overlaps the 
old index by seven years but, because of the change in the 
scope and structure of the index, it is not permissible to 
link the new series to the old. The latter will, however, 
continue to be calculated for the time being to provide a 
continuous link with pre-war. The two series are set out 
below: 

All Holdings Years ended May 

Old index New index 
Averages of 1954/55 to 1956/57=100 



1953/54 

1954/55 

1955/56 

1956/57 

1957/58 

1958/59 

1959/60 

(forecast) 



100 

97 



102 

95 



The two series run together fairly closely for the first few 
years but, as is explained below, year-to-year fluctuations 
are amplified by the new index which reflects the influence 
of weather on production rather more sensitively than the 
old. Agricultural output is, of course, substantially 
affected by weather conditions; in 1954/1955 and 1958/ 
1959 they were particularly adverse, whereas in 1953/1954, 
1956/1957 and 1959/1960 they were more favourable. 

In succeeding paragraphs details are given of the scope 
and method of construction of the new index. 



Scope of the new index 

The purpose of the index continues to be to reflect 
changes in the volume of agricultural output in the United 
Kingdom. The agricultural sector producing this output 
comprises landlords, farmers and farm workers, and the 
index is accordingly a measure of the value added by them 
in processing goods and services purchased from outside 
the agricultural industry. The result is similar to the 
Index of Industrial Production which measures the amount 
of “ work done ” in other industries although the method 
of calculation is different. The return on capital invested, 
whether originating within the industry or outside, is 
treated as being part of the value added. Agricultural 
merchants, distributors, contractors, feed processors and 
compounders and veterinary practitioners are regarded as 
being outside the agricultural sector, and their services on 
behalf of farmers are treated as inputs, The items of output 
covered by the new index include all those normally 
associated with agriculture, namely, plants and livestock 
(or their products) which are grown on land or derive 
their food from crops grown on the land, and which yield 
products which are used in human or industrial con- 
sumption. Forestry is excluded, as is the specialist breeding 
of animals for non-agricultural purposes, for example, the 
National Stud. The “ all holdings ” index referred to in 
the third paragraph measures changes in output not only 
from land which is specifically used for commercial farming 
purposes, but also from the small parcels of land, including 
allotments, back gardens, and so forth, on which agricul- 
tural products are grown for sale or domestic use. An 
index for agricultural holdings alone has hitherto also been 
calculated. This ignores the contribution from allotments 
and other small holdings under one acre in extent. This 
index has moved closely parallel to the “ all holdings ” 
index. 

In greater detail, the amount of value added by the 
industry is measured as the difference between its output of 
products and its input of materials, products and services 
from other industries (including overseas sources), adjusted 
for changes in work in progress between the beginning and 
end of the year, that is, growing crops and livestock. 
Changes in end-year stocks, for example, of fertilizers, are 
taken into account in estimating the quantities of the 
individual items of input and output. The depreciation of 
machinery and of other equipment used in production is 
entered as an input item. In this respect the structure of the 
index differs from the “ value added ” basis used for 
national accounting purposes, where gross domestic 
product is calculated before providing for depreciation of 
capital resources used up in the process of production 
during the course of the year. The difference in treatment 
is due solely to the fact that for agriculture there are data 
available (in particular, numbers and types of machines 
used) from which to make an estimate of depreciation. 
If, however, depreciation were omitted from the calculation 
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of net output, the run of the index numbers since 1953/1954 
would not be substantially affected. 

The quantum measured, it hardly needs be explained, 
is the output of end-products sold by farmers from their 
farms or consumed in their households. Intermediate 
products retained on the national farm, such as grain and 
fodder crops consumed by farm livestock, are not end- 
products as such. They do not, therefore, figure as output, 
though changes in end-year stocks are taken into account. 
Sales from one farm to another of crops or livestock for 
further use do not rank as inputs or output from the point 
of view of the national farm. Store cattle and other live- 
stock imported from abroad for use on British farms are, 
of course, included as inputs. 

The index as constructed, measures changes in the 
quantity of net output from one June-May year to the 
next. Although for some of the items production data are 
available for a shorter period than a full year, insufficient 
information is available for other items to enable seasonal 
changes in net output to be computed, but in any case it is 
more appropriate to relate agricultural output to the farm 
year than to any shorter period. 

Choice of three-year base period and treatment of agricul- 
tural subsidies 

The relative prices used in the process of combining the 
quantities of output and input are those ruling on average 
in the three years 1954/1955 to 1956/1957, that is, the 
first three years of decontrol. A three-year average has 
been adopted in order to reduce the “ chance " variations 
in price that occur in any one year. Such variations are a 
special feature of certain commodities (notably horticul- 
tural products and potatoes), the output of which can 
fluctuate markedly in response to weather conditions. The 
prices used are those realised by farmers on sale of their 
produce or paid for by them for the purchase of goods and 
services. The stage at which output and input are measured 
is, broadly speaking, the farm gate or the point of sale 
nearest to it, for example, auction market or nearest 
delivery point for goods purchased. 

A special feature of the agricultural industry is that 
subsidies are paid to producers for certain of their products 
through a system of prices guaranteed by the Government. 
For these products the price weights used are the gross 
prices inclusive of the element of subsidy received by 
farmers. Similarly, production grants or subsidies are 
paid to producers on certain requisites and for certain farm 
operations. The subsidy on fertilisers, for example, reduces 
the cost of fertilisers to farmers; it is the unit costs actually 
incurred by farmers in the base period that have been used 
for weighting the annual consumption of fertilisers. 
Another category of subsidies operates to reduce the cost to 
farmers of certain farm operations, such as ploughing, 
rearing calves, maintaining hill sheep and cattle, etc. These 
subsidies are directly related to the amount or number of 
such operations actually carried out. They cannot be 
directly allocated either to specific items of output or of 
input, and are therefore dealt with separately by valuing 
them at the average rates of payment prevailing in the three- 
year base period. 

The components of output 

The index incorporates some 250 items of agricultural 
and horticultural output, each carrying its own base-period 
price weight or weights. The total valuation at these base 
year prices of the quantities of output is set out, for each 



of the main products, year by year in the table at the end 
of this article. The main components are as follows: 
Years ended May 





Farm crops Livestock Horticultural 
and livestock products 
products 

£ million at average 1954/57 prices 


1953/54 


273 


910 


193 


1954/55 


249 


1,010 


182 


1955/56 


252 


976 


179 


1956/57 


272 


1,046 


192 


1957/58 


247 


1.096 


180 


1958/59 


243 


1,109 


193 


1959/60 

(forecast) 


281 


1,139 


186 



To these items must be added the value of changes in 
stocks and work in progress, of grants and subsidies not 
allocated to specific items of input or output, and minor 
items of output including such miscellaneous items as 
Co-operative Society dividends on agricultural sales and 
purchases. This addition yields the following correspond- 
ing yearly totals: £ million 1,434, 1,464, 1,477, 1,561, 
1,585, 1,613 and 1,682. 

These totals approximate to the quantum of gross agri- 
cultural output, including the quantities of crops which are 
sold off but subsequently bought back, after processing, for 
feeding to livestock. They may be put into index form as 
follows (with the average of 1954/1955 to 1956/1957 as 
100): 96, 98, 98, 104, 106, 107 and 112. 

This series shows a much more continuous upward trend 
than the net output series. It also reflects less well the 
year-to-year fluctuations in output caused by the weather, 
since weather affects not only production but also inputs, 
especially of purchased feedingstuffs. 



Pricing of output items 

These total figures include some allowance for quality 
differentials and, for certain items, for seasonality of price, 
where this is an important factor. The following examples 
will illustrate the procedures adopted. The output of wheat 
consists of millable wheat and of potentially millable wheat 
of lower market value. The respective quantities of each 
have accordingly been valued at different prices, the price 
for millable wheat being on average some two shillings per 
cwt. greater than that for potentially millable wheat in the 
period 1954/1955 to 1956/1957. Other examples which 
may be quoted are barley, the output of which has many 
diverse uses varying from relatively high-priced malting and 
distilling barley to lower-priced feedingstuffs varieties, and 
potatoes, the output of which may be divided into first 
earlies and maincrop varieties. For sugar beet the base- 
period price is varied annually according to the sugar 
content of the crop (quality allowance). Apples and pears 
are subdivided according to their use for domestic, culinary 
or industrial purposes, and the main varieties have also 
been separately distinguished ; for example, Bramleys 
and Coxs. The most important instance of product 
differentiation used in the index is, however, the distinction 
between liquid milk for human consumption and milk for 
manufacturing. 

The effects of seasonality of price have been taken into 
account by calculating for a given commodity separate 
constant prices for different periods of the year and multi- 
plying by the appropriate seasonal quantities. Examples 
include separate seasonal prices for wheat, barley and oats, 
and also for some horticultural crops. The effect is, of 
course, that any shifts of production into higher priced 
parts of the year count as increased output. 
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Stocks and work in progress 

As has already been mentioned, changes in stocks of 
raw materials such as feedingstuffs and fertilisers between 
the beginning of the year and the end of the year are taken 
into account in estimating the quantities of inputs. The 
much larger changes in the volume of work in progress that 
occur year by year in response to weather conditions and 
other circumstances are accounted for separately, though 
they rank as additions to or deductions from output. This 
work in progress is represented by the numbers of livestock 
of all types on agricultural holdings at the beginning and 
end of the year, and by the acreages of various crops and 
grass. All these stocks, animals and crops are valued at 
their average market values in the three-year period 
1954/1955 to 1956/1957. Some 50 separate items are 
involved. 

The items of input 

As in the old index of net output, the inputs of feeding- 
stuffs, seeds and livestock continue to be deducted. 
These three categories, which. are separately distinguished 
in the summary table, comprise some 200 individual items 
and were valued at some £450 million in the base period. 
By deducting them from the total quantum of output, 
excluding miscellaneous grants and subsidies, a net total 
broadly comparable with that forming the basis of the old 
index may be obtained. In index terms this series runs as 
follows from 1953/1954 onwards (with the average of 
1954/1955 to 1956/1957 equal to 100): 101, 96, 99, 105, 
104, 104 and 112. The difference between this series and 
the corresponding figures for the old index is primarily due 
to the change in the price-weighting and to the introduction 
of greater product differentiation. 

In addition to these three categories of input (feeds, seeds 
and livestock) there are, however, in the new index, some 
200 additional items of input each carrying a separate price, 
with an aggregate value of some £400 million. The main 
items are machinery repairs and depreciation, fuel and oil, 
fertilisers and maintenance work, but in addition there are 
numerous relatively small items of goods purchased and 
services received. 

Pricing of input items 

Farm machinery depreciation is calculated by valuing 
the number of each type of machine in each year at the 
average prices of new machinery in the three-year base 
period and dividing the resultant totals by the estimated 
average length of life of each type of machine. The normal 
method of valuing input items is, however, that described 
in relation to output, namely, to multiply quantities used 
by the average prices in the base-period. This method 
applies to all the major inputs such as seeds, fuel and 
oil, purchased feedingstuffs and fertilisers. For fertilisers, 
the price taken is the net price paid by the farmers after 
subsidisation. For che large number of small items for 
which detailed information about quantities and prices 
is not readily available, the method of valuation which 
has been adopted is to deflate values at current prices by 
index numbers of price changes before or since the base- 
period to arrive at estimates of quantum at constant 
prices. 



The main input of agricultural Iandownership is main- 
tenance work on farms and buildings. There is no regular 
supply of detailed information on year-to-year changes in 
the total amount of this work or its absolute cost. It has, 
therefore, been necessary to estimate the quantity of work 
done by assuming that maintenance cost is a certain fixed 
proportion of the value of total farm rentals (including the 
imputed rent of owner-occupied farms). The series of 
figures obtained in this way has been deflated to the prices 
of the base period by dividing them by an index number 
of the cost of maintenance work, that is, labour and build- 
ing costs. This somewhat crude procedure is used, how- 
ever, for only a relatively small input item and cannot 
be the cause of much error in total. 

A list of the output and input series used in compiling 
the index is given in the appendix to this article. 

The quantum of net output 

The total of all these items of input may then be deducted 
from the total of all output items to arrive at net output, 
valued in terms of constant 1954/1955 to 1956/1957 prices, 
as follows: 

Years ended May 





Total output 


Deduct 


Value of 




including stock 
changes and 
miscellaneous 
grants and 
subsidies 


input 

items 


net output 




£ million at 


average 1954/57 prices 


1953/54 


1,434 


774 


660 


1954/55 


1,464 


855 


609 


1955/56 


1,477 


843 


635 


1956/57 


1,561 


871 


690 


1957/58 


1,585 


907 


678 


1958/59 


1,613 


945 


667 


1959/60 

(forecast) 


1,682 


937 


745 



These totals have been converted to index numbers with 
the average for the three years 1954/5 to 1956/7 equal to 
100, that is, the base is the same as that adopted for the 
price weights. The resultant series has already been pre- 
sented above. 

Comparison of old and new indices 
The greatest year-to-year fluctuations in volume occur 
in total output and in the input of feedingstuffs. As a 
result, the old index took into account most of the fluctua- 
tions year-by-year in output and input. The fact that 
many additional items of input are now deducted has not 
materially altered the extent of the year-to-year fluctuation 
measured in absolute terms, because the additional items 
are not of a kind likely to vary much from year to year. 
The total net output on the old basis was, however, sub- 
stantially larger than total net output on the new basis, and 
the year-to-year fluctuations, therefore, represent a greater 
proportion of the total in the new index than in the old. 
It is for this reason that the new index is more sensitive to 
variations in output and feedingstuffs input and exhibits 
greater year-to-year fluctuations. The apparent rate of 
increase in the index is also affected by the substitution of 
more recent price weights and by the introduction of 
allowances for quality. These changes have had the effect 
of raising the index of net output above the level that would 
have been attained had they not been made. 



Ministry of Agriculture, Fisheries and Food. 
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Value of output at constant prices (average of 1954/55 to 1956/57) and revised 
quantum index of net agricultural output in the United Kingdom (all holdings)(‘) 



Years ended May £ thousand 





1953/54 j 


1954/55 | 


1955/56 


1956/57 


1957/58 


1958/59 

Provisional) 


1959/60 

(Forecast) 


Output 

1 . Farm crops : 

Wheat 

Barley 

Oats 

Potatoes 

Sugar beet 

Other farm crops 


60,757 ! 

56,722 

18,677 

87,437 

31,222 

18,238 


71.540 
49,636 
12,319 
76,227 

25.541 
14,211 


68,485 

62,331 

15,291 

64,378 

27,137 

13,910 


75,810 

54,770 

15,127 

84,778 

30,101 

11,171 


74,110 

57,669 

11,655 

65,419 

24,846 

12,973 


71,425 

55,303 

9,186 

61,701 

31,571 

13,929 


77,454 

75,243 

12,305 

70,225 

33,932 

11,442 


Total Farm crops 


273,053 


249,474 


251,532 


271,757 


246,672 


243,115 


280,601 


2. Livestock: 

Cattle and calves 

Sheep and lambs 

Pigs 

Poultry 


151,290 

53,659 

157,677 

30,393 


190,812 

56,556 

204,972 

36,577 


163,063 

59,566 

178,329 

43,552 


202,337 

61,822 

173,153 

50,626 


212,494 

68,031 

187,088 

57,372 


187,037 

65,122 

200,747 

73,328 


183,886 

76,934 

185,597 

88,528 


Total Livestock 


393,019 


488,917 


• 444,510 


487,938 


524,985 


526,234 


534,945 


3. Livestock products : 

Eggs for human consumption 

Milk and milk products 

Wool (clip) 

Other livestock products 


162,184 

335,282 

15,646 

4,227 


168,990 

331,797 

16,624 

3,801 


176,287 

335,530 

15,157 

4,541 


191,690 

346,134 

15,157 

4,959 


198,501 

349,715 

17,113 

5,888 


217,740 

339,423 

18,091 

7,071 


234,384 

343,383 

18,091 

8,588 


Total Livestock products 


517,339 


521,212 


531,515 


557,940 


571,217 


582,325 


604,446 


4. Horticultural products: 

Fruit, vegetables and flowers 


193,082 


182,112 


179,266 


192,366 


179,683 


192,714 


185,894 


5. Sundry output ( 2 ) 


12,395 


10,876 


11,695 


11,377 


11,464 


11,362 


11,418 


6. Stock changes: 

Growing crops 

Livestock 


- 8,894 

+ 17,438 


- 12,080 
- 12,581 


+ 5,836 
+ 14,291 


- 12,311 
+ 10,438 


+ 1,298 
-1- 7,588 


- 5,317 
4- 19,462 


+ 1,213 

-1- 16,393 


7. Total (i items 1-6) 


1,397,432 


1,427,930 


1,438,645 


1,519,505 


1,542,907 


1,569,895 


1,634,910 


8. Miscellaneous grants and subsidies ( 3 ) 


36,692 


36,067 


38,576 


41,384 


42,026 


42,639 


46,736 


Input 

9. Feedingstuffs 

10. Seeds 

1 1 . Livestock 


309,187 

32,122 

39,824 


379,057 

32,406 

48,212 


363,897 

31,462 

43,826 


374,851 

31,653 

59,597 


399,695 

33,115 

62,816 


438,122 

34,399 

53,893 


427,346 

32,492 

51,815 


1 2. Total ( items 9-1 1 ) 


381,133 


459,675 


439,185 


466,101 


495,626 


526,414 


511,653 


13. Machinery (including repairs, fuel and 

oil, and depreciation) 

14. Fertilizers 

1 5. Other inputs (‘) 


194,586 

58,995 

139,463 


196,710 

56,929 

141,325 


200,160 

64,450 

138,893 


198,799 

64,433 

141,999 


201,452 

67,995 

141,992 


204,251 

66,810 

147,662 


205,737 

68,656 

150,493 


1 6. Total input (items 12-15) 


774,177 


854,639 


842,688 


871,332 


907,065 


945,137 


936,539 


17. Value of net output ( items 7 plus 8 
minus 16) 


659,947 


609,358 


634,533 


689,557 


677,868 


667,397 


745,107 


Index of net output (Average of 1954155 to 
195611957=100) ... 


102 


« 


98 


107 


105 


104 


116 



values are calculated from prices averaged over the three-year period 1954/55 to 1956/57 
( ) includes Co-operative Society dividends on sales and purchases. 

( a ) That is, those not allocated to specific items of output or input. 

( 4 ) Includes maintenance work by landlords and occupiers. 
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INDEX OF AGRICULTURAL NET OUTPUT 



ALL HOLDINGS 

Average of 1954/55 to 1956/57= 100 




Appendix 

List of component items of new index of agricultural 
net output in the United Kingdom 



Output 

1. Farm crops: 

WheatO 

Barley 0 

OatsP) 

Potatoes( l ) 

Sugar beetf) 

Other farm crops (10 commodities) ... 

2. Livestock: 

Cattle and calves 

Sheep and lambs(*) 

Pigs 

Poultry 

3. Livestock products: 

Eggs for human consumption 

Milk and milk products 

Wool (clip) 

Other livestock products (4 commodities) 

4. Horticultural products: 

Vegetables in the open (20 specified 

commodities) 

Vegetables under glass, etc. (4 specified 



Input 

9. Feedingstuffs: 

Concentrates — compounds ... 
— mixtures 
— straights 
Non-concentrates 
Supplements 

10. Seeds: 

Grass and clover 

Cash crop 

Field 

Horticultural 

11. Livestock: 

Imported cattle 

Other 

12. Total (items 9 to II)... 

13. Machinery : 

Depreciation and repaii 
Fuel and oil 
Contract services 





Top fruitO (4 specified commodities) 


25 




Tyres and tubes 

Other 

Fertilisers 


18 




Soft fruit (7 specified commodities) 

Flowers in the open 


20 

5 


14. 


11 




Flowers under glass 


7 


15. 








Sundry output (15 specified commodities) 


25 




Maintenance work 




6. 


Stock changes: 






Miscellaneous expenses 


38 




Growing crops 


31 


16. 








Livestock 


21 


Total input (items 12 to 15) 


... 398 


7. 


Total (items 1 to 6) 


250 




Grand total (items 7, 8 and 16) ... 






Miscellaneous grants and subsidies 


21 







0 Some or all of the categories are also seasonally differentiated. 
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The first four years of the index of retail prices 



Introduction 

The index of retail prices in its present form has now been 
compiled for over four years. During this time it has risen 
by about 10 points. This rise has not occurred evenly; 
taking 12 months' periods from the base date (i.e., mid- 
January to mid-January) the index rose by nearly 4-J points 
in 1956, over 3i points in 1957, nearly 21 points in 1958 
and fell half a point in 1959. 

The rise is the result of many component movements 
which are not all similar. Thus the housing group showed 
an increase of over 29 points in the 4-year period, fuel and 
light an increase of 19 points and services of nearly 18 
points. Against this drink and tobacco together rose by 
only 3i points, clothing and footwear by 3 points, while 
durable household goods fell by 2J points. Nor are the 
movements of the index and its components smooth and 
regular. There are many fluctuations, some seasonal, 
others reflecting the effects of particular factors. The 
purpose of this article is to throw further light on the move- 
ment of retail prices during this 4-year period. 

In the last section of this article annual changes in the 
all-items index are analysed into changes in the 91 sections. 
It is shown that almost as many section indices changed 
in 1959 when the all-items index fell half a point as in 1956 
when it rose by 4£ points; in 1959 32 of them fell and 50 
rose whereas in 1956 10 of them fell and 77 rose. 

The index is based on the average pattern of expenditure 
in 1953 (re- valued at January 1956 prices) of the great 
majority of households in the United Kingdom, including 
practically all wage earners and most small and medium 
salary earners. It is calculated monthly, normally for the 
Tuesday nearest to the 15th of each month, and takes 17th 
January 1956 as its base date. Although the exact move- 
ment between index dates is not known the charts in this 
article use the normal convention of joining the points 
plotted for the various index dates by a continuous line. 
The weights of the components of the index total 1,000 
and the weight of each group is given at the beginning of 
the commentary. 

The main groups of the index 
Food ( weight 350) 

For this review, the items in the food group have been 
divided into three, categories, figures for which have not 
been published previously, in order to show the effects of 
the considerable fluctuation of the seasonal items and of 
important changes in import prices. 

The seasonal items are fresh milk , eggs, potatoes and 
other fresh vegetables, apples and pears, fish and home- 
killed mutton and lamb, which together have a weight 

of 930. 

The items for which import prices have changed markedly 
are bacon, cooked ham, butter, cheese and chilled and 
frozen beef, with a total weight of 47. It will be seen from 
chart A that over most of the four years 1956-1959 the 
index for items affected by changes in import prices was 
appreciably lower than the index for the food group as a 
whole. 



Potatoes, milk and eggs are important contributors to 
the movement of the seasonal group. The price trends of 
potatoes are influenced by two main factors : the size and 
keeping quality of the crop and, at the end of the crop year, 
whether the next crop is earlier or later than usual. The 
highest prices usually occur in the period of replacement 
of old crop supplies by new, and the incidence and ampli- 
tude of the seasonal peak varies from one year to another. 
The price of milk is usually reduced during the summer 
but the period of reduction varies; in 1958 and 1959 it 
lasted from May to October. The price of eggs usually 
falls in the spring, and later rises to a higher level which 
persists from about August and through the winter months, 
but here too the incidence of the seasonal pattern varies 
appreciably from year to year. . The average price move- 
ment of the seasonal items group is therefore sometimes 
the result of conflicting movements in its components. 
The peaks in April 1956, July 1957 and June 1958 were 
associated with relatively high prices for potatoes, while 
the low point' in March 1957 reflects unusually low prices 
for potatoes and eggs and a drop in the prices of other 
vegetables, particularly tomatoes. High egg prices contri- 
buted to the peak in December 1957. The relative stability 
from October 1958 to May 1959 was due largely to potato 
prices which were at a comparatively high level during 
most of this period. The fact that the seasonal pattern 
varies considerably from year to year both in timing and 
degree of fluctuation makes it particularly difficult to 
estimate a normal seasonal movement. 

The items affected by marked changes in import prices 
have moved in a very different way. The average price of 
butter was lower (and usually substantially lower), than at 
the base date in January 1956, throughout the period 
covered by this review apart from the months October 
1959 to January 1960, the lowest recorded levels being 
reached in May and June 1958. During 1957 and most of 
1958, the average price of cheese also was lower than in 
January 1956, reaching its lowest level about the end of 
1957. However, by the end of 1958 it was well above the 
base level and rose further during 1959. The average price 
of imported beef rose markedly between March and 
October 1958, and continued fairly stable at the higher 
level during 1959. The rise in the index for the group 
between April and June 1957 and the fall between January 
and April 1959 were due largely to changes in the price 
of bacon. 

"Hie remaining food items are home-produced foods 
which show no important seasonal movement, home- 
produced manufactured foods and those imported foods 
(both manufactured and other) which have not been subject 
to any marked changes in price in the 4-year period. 
This group has a weight of 2100. It will be seen from 
chart A that the index for this other food group rose 
sharply in 1956 and has been relatively stable since the 
beginning of 1957. The rises in March and October 1956 
were largely due to increases in the prices of bread following 
a reduction in the bread subsidy in February, and the with- 
drawal of the remaining subsidy and the removal of the 
price contrbl at the end of September. The rise between 
December 1956 and January 1957 was due mainly to 
increases in the prices of tea and sugar. 



I 1 ) The total weight of this group varies slightly according to which vegetables are in season — 
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Alcoholic drink and tobacco (weight 151) 

The largest movements in the index for alcoholic drink 
and tobacco have resulted from changes in customs and 
excise duties. Prices of cigarettes and pipe tobacco rose 
by about 5 per cent, following increases in duty in April 
1956. The reduction in beer duty in April 1959 lowered 
the alcoholic drink component by about 7i per cent. 
Other changes included several increases in the average 
prices of beer in the summer of 1956 and in March and 
August 1957, and a rise in the average price of spirits in 
October 1957. Increases in the prices of cigarettes and 
tobacco raised the index for September 1957, and increases 
in the prices of tobacco that for September 1959. 

Housing ( weight 87) 

The rents of most privately-owned dwellings let unfurn- 
ished to the types of household covered by the index were 
subject to control throughout the four years 1956-1959. 
Before October 1957, the only changes in rents permitted 
for most of these dwellings were in respect of local rates, 
although the Housing Repairs and Rents Acts which came 
into effect in 1954 permitted increases in the net rents of 
some of these dwellings in certain circumstances. How- 
ever, relatively few increases resulting from this legislation 
were reported in 1956 and 1957. The general increases 
permitted by the Rent Act, 1 957, in the net rents of privately- 
owned dwellings let unfurnished, began to take effect in 
October 1957 (and their influence can be clearly seen in 
chart B), but few new increases in controlled rents 
under this Act were being reported by the end of 1959. 

The rents of dwellings owned by local authorities are not 
subject to the Rent Restrictions Acts and were not affected 
by the Rent Act, 1957. The average net rents of these 
dwellings rose in each of the years 1956-1959. The rent 
index is also affected by the inclusion each month of the 
rents of newly-erected local authority dwellings, the rents 
of such new dwellings being generally higher than the 
average rent of dwellings subject to rent control. 

The average amount of local rates and water charges 
payable on dwellings rose somewhat from April 1956 when 
the new rates and water charges were levied on the basis 
of the revised rateable values resulting from the general 
revaluation of properties in England and Wales. The 
average level of rates and water charges in England and 
Wales rose sharply in April 1957 and less sharply in April 
1958 and April 1959. These various increases are clearly 
reflected in chart B. The average level of rates and 
water charges in Scotland also rose in each of the years 
1956-1958, but showed little change in 1959. 

Costs of repairs and maintenance to dwellings rose in 
each year, the larger changes taking place in the earlier 
years. After rising in 1956 and 1957, the costs of materials 
for home repairs, decorations, etc., have been relatively 
stable. 

Fuel and light (weight 55) 

The regular fluctuation of this group reflects the seasonal 
movement in the prices of household coal and coke. There 
was also an upward movement which was most marked in 
June 1956 and July 1957 when pithead prices of coal were 
increased. The August 1957 index also reflects some 
further increase in coal prices because of higher freight 
charges and distribution costs in some areas. The de- 
control of retail coke and coal prices in July 1958 had little 



immediate effect on prices. The average level of charges 
for gas rose in 1956 and 1957 while that for electricity rose 
markedly in 1957. After rising appreciably towards the 
end of 1956, the average price of paraffin fell in most 
months in the years 1957-1959. 

Durable household goods (weight 66) 

Articles in the durable household goods group include 
furniture, floor coverings and soft furnishings, radio, tele- 
vision, and other household appliances, pottery, glassware, 
hardware, etc. Reductions in purchase tax have had an 
important effect on this group. The April 1957 index 
reflects decreases in the prices of floor coverings and many 
articles of hardware, chinaware, etc., from this cause. 
Purchase tax reductions on some household appliances 
lowered the index in May 1958, while the April 1959 figure 
shows the effect of purchase tax reductions on many items 
in this group, particularly radio and television sets. 
Excluding purchase tax changes, this index was relatively 
stable in 1958, and showed a slight downward tendency 
in 1959. 

Clothing and footwear (weight 106) 

This index rose slowly but steadily until March 1958 
when the figure was 103-4, and then fell gradually tol02 • 2 
in early 1959. The subsequent rise, more marked in the 
second half of 1959, was mainly due to increases in foot- 
wear prices reflecting higher costs for hides. 

Miscellaneous goods (weight 59) 

This group covers a wide range of commodities including 
books, newspapers and periodicals, medicines and toilet 
requisites, soap, detergents and household polishes, and 
various articles such as tennis rackets, gramophone records 
and camera film. Price increases for most of these com- 
modities have taken place, but rises in the prices of news- 
papers and periodicals have been responsible for about 
half the increase in the group index and rises in the prices 
of soap, detergents and household polishes, for over a 
quarter. The jump in the index in October 1957 reflected 
increases in the prices of nearly all national daily, Sunday 
and London evening newspapers. The slight decreases in 
the May 1958 and April 1959 indices reflect reductions in 
purchase tax affecting some toilet requisites, camera films 
and other items at the former date and a rather wider range 
of commodities in 1959. 

Services (weight 58) 

This group covers a wide range of services, and the price 
indicators used include various postal and telephone 
charges, radio and television licences, cinema and football 
match admission prices a«»d charges for domestic help, 
hairdressing, boot and shoe repairing, laundering, dry 
cleaning, etc. The increase in this group is spread over 
nearly all its components, but increases in the prices of 
admission to cinemas account for about one-quarter of the 
total rise ir- the group index. The rise of over two points 
between June and July 1956 reflected increases in cinema 
prices and in charges for some telephone calls. The rise 
of 4i points between August and October 1957 resulted 
from increases in cinema prices and postal and telephone 
charges. The dip shown by the chart early in each year 
reflects a temporary seasonal reduction in charges for dry 
cleaning. 
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Transport and vehicles (weight 68) 

The transport and vehicles group is divided into two 
sub-groups covering motoring and cycling, and fares and 
other transport. The fares and other transport index rose 
in the first half of 1956 because of increases in the average 
level of road passenger transport fares. Both indices rose 
sharply at the end of 1956 as a consequence of the “ Suez ” 
increase in the duty on petrol and diesel motor fuel, and 
both indices fell as a result of the withdrawal of that 
increase in April 1957. Subsequently the two indices 



diverge. That for motoring and cycling reflects several 
subsequent reductions in petrol prices in 1957, and then 
remains fairly stable over the remainder of the period, while 
that for fares and other transport rises sharply under the 
influence of increases in railway fares in September 1957 
and in the average level of road passenger transport fares 
later in that year. Further increases in bus fares contributed 
to the continued rise of this index and a general increase 
in rail fares was responsible for the rise in November, 1959. 



CHART C 

INDEX OF RETAIL PRICES -TRANSPORT 
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Changes in the 91 sections of the index 
The charts above show the movement of the main 
groups of the index, but within each group there are many 
divergent price movements and it is illuminating to 
analyse the distribution of price movements in various 
periods. The index comprises 91 different section indices 
and the effect of a price change in any section on the all- 
items figure depends both on the magnitude of the price 
movement and on the weight of the section concerned. 
The table which follows, therefore, shows for each of the 
four years under review the number of section indices which 
changed by various percentage ranges in each year, the 
total weight of the sections in each range and the effect of 
the changes in each range on the all-items figure. It will 
be seen that the period of relative stability of the all-items 
index in 1959 was not characterised by a large reduction 
in the number of section indices which changed, but rather 
by a more even balance of the increases and decreases 
which took place. 



Thus the total number of section indices which changed 
was 87 in 1956/1957, 86 in 1957/1958 79 in 1958/1959 and 
82 in 1959/1960. However, the number of section indices 
which increased fell from 77 in 1956/1957 to 44 in 1958/ 
1959, and though the number rose to 50 in 1959/1960, this 
movement was offset by a heavier concentration of increases 
in the small ranges. The effect of this trend was reinforced 
by a rise in the number of decreases from 10 in 1956/1957 
to 35 in 1958/1959, and though the figure fell slightly to 32 
in 1959/1960, the distribution included more falls in the 
higher ranges. Thus although the all-items index has been 
relatively stable, there have been a large number of changes 
in the various components. When the weights of the 
various sections are taken into account, these changes 
produce first a slowing down and then a reversal of the 
upward movement of the index in the earlier years. 



Percentage change in section 
index, mid-January to 


Number of sections 


Aggregate base date 
weight of sections 


Aggregate effect of 
changes on index 
(“ all-items ” points) 


mid-January 


1956/ 

1957 


1957/ 

1958 


1958/ 

1959 


1959/ 

1960 


1956/ 

1957 


1957/ 

1958 


1958/ 

1959 


1959/ 

1960 


1956/ 

1957 


1957/ 

1958 


1958/ 

1959 


1959/ 

1960 


Per cent. 

+30 or more 


2 


1 


1 




27 


15 


7 




1-1 


0-6 


0-3 




+20 but less than 30 . . 




1 


2 


1 




3 


31 


12 




0-1 


0-7 


0-3 


+10 but less than 20 . . 


12 


11 


4 




123 


139 


80 




1-7 


2-2 


1-2 




+ 5 but less than 10 . . 


26 


10 


4 


6 


294 


134 


21 


49 


2-0 


l'-0 


0-2 


0-3 


+ 4 but less than 5 . . 


3 


3 


2 


3 


27 


19 


44 


20 


0-1 


0-1 


0-2 


0-1 


+ 3 but less than 4 . . 


8 


8 


4 


5 


99 


93 


47 


94 


0-3 


0-4 


0-2 


0-4 


+ 2 but less than 3 . . 


7 


12 


5 


6 


69 


232 


81 


82 


0-2 


0-6 


0-2 


0-2 


+ 1 but less than 2 . . 


8 


14 


8 


11 


83 


114 


76 


100 


0-1 


0-2 


0-1 


0-2 


+ less than 1 


11 


7 


14 


18 


131 


81 


165 


194 


0-1 


— 


0-1 


0-1 


All increases 


77 


67 


44 


50 


853 


830 


552 


551 


5-6 


5-2 


3-2 


1-6 


No change 


4 


5 


12 


9 


12 


14 


153 


48 


- 


- 


- 


- 


All decreases 


10 


19 


35 


32 


135 


156 


295 


401 


1-2 


1-5 


0-9 


2-1 


— less than 1 


2 


3 


15 


9 


10 


37 


129 


170 


_ 





0-1 




— 1 but less than 2 . . 


— 


— 


8 


7 


— 




75 


42 


— 


— 


0-1 


— 


— 2 but less than 3 . . 


3 


3 


2 


4 


48 


14 


7 


32 


0-1 


— 




0-1 


— 3 but less than 4 . . 


1 


2 


3 


4 


24 


17 


23 


25 


0-1 


0-1 


0-1 


0-1 


— 4 but less than 5 . . 


— 


2 


4 


— 


— 


16 


24 


— 


— 


0-1 


0-1 


— 


— 5 but less than 10 . . 


1 


5 


2 


5 


11 


33 


18 


55 


0-1 


0-2 


0-1 


0-5 


— 10 but less than 20 . . 


1 


2 


1 


'2 


15 




19 


62 


0-2 


0-6 


0-4 


0-7 


—20 but less than 30 . . 


2 


1 


— 





27 


8 


— 


— 


0-7 


0-3 


— 


— 


—30 or more 


— 


1 




1 


— 


7 


— 


15 


— 


0-2 


— 


0-7 



Another approach to this type of analysis is to consider 
the distribution of price changes according to the magnitude 
of their effects on the index. This is shown in the table 
below. It will be clear that a marked change in the price 
of a commodity or service which, by virtue of its importance 
in the pattern of consumption, has a weight of over 1 per 
cent, of the total index, has a significant effect on the all- 



items figure. Such movements are particularly noticeable 
in a period when the balance of increases and decreases 
results in a relatively stable index, and in 1959/1960 the 
balance was still largely dependent on marked price 
decreases in a very few items which carry an important 
weight. 
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Effect on index of change 
in section index, 
mid-January to mid- January 
(“ all-items ” points) 


Number of sections 


Aggregate base date 
weight of sections 


Aggregate effect of 
changes on index 
(“ all-items ” points) 


1956' 

1957 


1957/ 

1958 


1958, 

1959 


1959/ 

1960 


1956/ 

1957 


1957/ 

1958 


1958/ 

1959 


1959/ 

1960 


1956/ 

1957 


1957/ 

1958 


1958/ 

1959 


1959/ 

1960 




I 


2 


1 




19 


51 


36 


_ 


0-8 


M 


0-6 


— 




1 




1 




29 


30 






0-4 










2 


1 






97 


19 


40 














3 


3 


1 


1 


60 


54 


7 


12 












7 




3 


3 


137 


239 


46 
















6 


6 


5 


149 


71 


121 












+ less than 0-05 


51 


46 


30 


41 


362 


366 


287 


376 








0-6 


All increases .. 


77 


67 


44 


50 


853 


830 


552 


551 


5-6 


5-2 


3-2 


1-6 


No change 


4 


5 


12 


9 


12 


14 


153 


48 


- 


- 




- 


All decreases 


10 


19 


35 


32 


135 


156 


295 


401 


1-2 


1-5 


0-9 


2-1 




4 


14 


33 


25 


33 


102 


261 


261 


01 


0-3 


0-4 


0-3 




3 




1 


1 


60 




15 


14 


0-2 








-0-1 but less than 0-2 


— 


1 





4 


— 


15 


— 


60 


— 


0-1 


— 




—0-2 but less than 0-3 


1 


3 







15 


23 


— 








— 






2 




1 




27 


16 


19 




0-7 


0-4 






-0-4 but less than 0-5 


























— 0-5 or more 


— 


— 






~~ 




“ 


66 











Ministry of Labour. 
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APPENDIX 



Index of retail prices 

Analysis of the food group 



(17th January 1956 = 100) 





All items 


All food 


Seasonal items 
(*) 


Items the prices 
of which have 
been affected 
considerably 
by changes in 
import prices 
(*) 


Other food 
items 


Weights 


1,000 


350 


92^-941 


47 


210\-208\ 


1956 January 


100-0 


100-0 


100-0 


100-0 


100-0 


February 

March 


100-0 


99-6 


101-2 


98-7 


99-1 


101-3 


102-9 


110-3 


99-1 


100-4 


April . . 


102-7 


106-0 


121-1 


97-9 


101-1 


May . . 


102-5 


104-2 


115-5 


95-3 


101-1 


June . . 


102-4 


102-9 


109-0 


97-7 


101-3 


July . . 


102-0 


101-1 


101-8 


99-2 


101-2 


August 


102-3 


101-7 


104-2 


98-2 


101-3 


September . . 


102-1 


100-8 


99-4 


101-0 


101-3 


October 


102-7 


101-8 


97-8 


101-6 


103-7 


November . . 


103-1 


102-5 


100-8 


99-8 


103-9 


December 


103-4 


102-3 


97-9 


99-7 


104-9 


1957 January 


104-4 


104-0 


100-4 


97-7 


107-0 


February 


104-3 


103-5 


97-9 


96-0 


107-6 


March 


104-1 


102-1 


94-6 


91-4 


107-9 


April . . 


104-5 


102-7 


97-9 


87-3 


108-3 


May . . 


104-6 


103-9 


100-8 


89-5 


108-5 


June . . 


105-7 


106-7 


110-5 


95-2 


107-7 


July . . 


106-6 


108-4 


117-1 


95-8 


107-3 


August 


106-4 


106-9 


115-4 


92-9 


106-2 


September . . 


106-1 


104-8 


107-2 


93-8 


106-1 


October 


107-1 


104-7 




89-4 


106-1 


November . . 


107-7 


104-8 


112-0 


86-0 


105-8 


December 


108-2 


106-0 


116-5 


85-8 


105-9 


1958 January 


108-1 


105-4 


114-8 


85-0 


105-7 


February 


107-6 


103-9 


110-8 


83-1 


105-5 


March 


108-4 


105-7 


114-8 


85-2 


106-2 


April . . 


109-6 


108-7 


123-9 


86-8 


106-9 


May . . 


109-2 


108-5 


123-3 


86-4 


106-9 


June . . 


110-2 


110-9 


128-7 


88-3 


108-1 


July . . 


108-5 


106-0 


110-6 


89-3 


107-7 


August 


108-3 


105-2 


107-1 


89-9 


107-8 


September . . 


108-4 


105-6 


106-0 


94-2 


107-9 


October 


109-4 


108-1 


113-9 


96-0 


108-2 


November . . 


109-8 


108-4 


112-9 


100-7 


108-1 


December 


110-2 


109-2 


114-1 


104-0 


108-2 


1959 January 


110-4 


109-8 


115-4 


105-1 


108-3 


February 


110-3 


109-1 


113-1 


104-9 


108-3 


March 


110-3 


108-9 


114-6 


100-6 


108-3 


April . . 


109-5 


108-6 


114-3 


98-4 


108-4 


May . . 


109-1 


108-1 


112-2 


100-1 


108-2 


June . . 


109-3 


108-4 


112-8 


99-6 


108-4 


July . . 


109-0 


107-4 


108-2 


102-1 


108-3 


August 


109-3 


108-1 


107-7 


108-2 


108-3 


September . . 


108-7 


106-1 


99-8 


109-7 


108-2 


October 


109-2 


107-4 


105-0 


110-0 


107-9 


November . . 


110-0 


108-2 


107-2 


112-1 


107-8 


December 


110-2 


108-7 


109-5 


110-1 


108-0 


1960 January 


109-9 


107-8 


106-9 


108-2 


108-1 



C 1 ) Fresh milk, eggs, potatoes and other fresh vegetables, apples and pears, fish, and home-killed mutton and lamb. 
(*) Bacon, cooked ham, butter, cheese and chilled and frozen beef. 
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Local government authority loan debt. 
Composition as shown by the Treasury surveys 



Introduction 

In August. 1958. local government authorities were 
invited to supply details ol‘ the type and maturity of their 
debt as it stood at the end of the financial years 1954 55 
and 1957 58 (31st March for local government authorities 
in England and Wales and 15th May in Scotland). In 
December, 1959, they were invited to supply similar 
inlbi mation about the end of the financial year 1958 59. 

A summary of the results of the 1955 and 1958 surveys 
was made available by the Treasury to the Committee on 
the Working of the Monetary System and was published 
in the Committee's Minutes of Evidence, pages 926 and 
927. This summary was the source for Tables 26 and 38 
in the Committee's Report (Cniiul. 827). The more 
detailed information for 1955 and 1958 in the tables below 
is now published for the first time, together with similar 
data obtained from the 1959 Survey. 

Notes on the statistical definitions used in the survey, a 
comparison of these definitions with those used in the 
other main regular sources on local government authority 
debt, and notes on the main changes in the composition 
of the debt between 1958 and 1959 are given below. 

As announced by the Chancellor of the Exchequer in 
the House of Commons on 26th November, 1959, it is 
hoped to make arrangements, as part of the provision of 
fuller statistics on the working of the monetary system, 
tor the regular collection and publication, quarterly and 
annually, of statistics of local authority debt and financial 
transactions. 



Coverage of the surveys 

The surveys cover local government authorities in Great 
Britain — municipal and county authorities, urban district 
and rural district councils — but exclude . parish councils 
in England and Wales and district councils in Scotland. 
The outstanding debt of parish and district councils is very 
small, amounting in total to about £1 million. The surveys 
also exclude authorities such as harbour boards, water 
boards, etc., which are included in other statistics on local 
authorities in Great Britain ( see the paragraphs below 
on comparison with other sources). Table A below shows 
the numbers and types of authorities in the field covered 
by the surveys and the numbers responding. 

A number of authorities in the field covered by the 
surveys (mainly small ones) failed to make returns; their 
debt is not included in the survey figures as published. 
The total outstanding debt of these authorities is estimated 
at about £50 million in 1955, £62 million in 1958 and £42 
million in 1959; probably over four-fifths of this was debt 
owing to the Public Works Loan Board. The debt of the 
non-responding authorities is so small as not to be 
important when looking at the overall composition of the 
debt as shown in summary Table D, but may be more 
significant when looking at the changes in debt outstanding 
between 1958 and 1959 because of the variation in the rate 
of response; in Table C therefore, figures are given only 
for those authorities who made returns in both the 1958 
and 1959 surveys. 



Treasury survey of local government authorities’ outstanding debt 



Number of authorities responding 

Table A 





1955 


1958 


1959 




Total 

number 


Number 

responding 


Total 

number 


Number 

responding 


Total 

number 


Number 

responding 


England and Wales 
County councils 


62 


61 


62 








County boroughs 


83 


83 


83 


83 






Metropolitan boroughs and City of London 


29 


29 


29 


29 






Non-county boroughs 


312 


301 










Urban district councils 


567 


548 


563 








Rural district councils 


476 


459 


474 


457 


474 


458 


Total 


1,529 


1,481 


1,529 


1,481 


1,530 


1,486 


Scotland 














County councils 


33 


33 










Counties of cities 


4 












Large burghs . . 


20 


18 


20 








Small burghs . . 


173 


154 


173 


154 


174 


152 


Total 


230 


209 


230 


209 


231 


209 


Great Britain 


1,759 


1,690 


1,759 


1,690 


1,761 


1,695 
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Definitions 

Loan debt as covered by the surveys refers to debt 
incurred in connection with capital expenditure, and thus 
excludes any temporary loans or bank overdrafts obtained 
for the purposes of providing for current expenditure. It 
does, however, include any bank overdrafts and balances 
on the revenue accounts of the authorities which are 
temporarily used to meet capital expenditure. The 
surveys do not, in general, give information on the assets 
(whether financial or non-financial) which are the counter- 
part of the debt, but do show some of the debt due from 
one authority to other authorities within the public sector. 
Amounts held in sinking funds for the repayment of debt 
are not deducted from the totals of debt outstanding. The 
figures for local authorities’ debt to municipal banks 
include advances by the banks to the local government 
authorities but not borrowing by the banks from the public. 

“ Borrowing for the authorities' own purposes " in the 
Treasury surveys corresponds closely with " gross loan 
debt ” as commonly used in the other regular sources of 
information on local authority loan debt. The main 
difference is in the treatment of balances held in consoli- 
dated loans funds or mortgage pools: the Treasury 
surveys include the indebtedness of these funds or pools 
whereas “ gross loan debt ” covers only the advances from 
such funds or pools. The amounts to be deducted from 
total loan debt to arrive at the figure for “ borrowing for 
the authorities’ own purposes ” are much greater in the 
1959 survey than they appear in the 1955 and 1958 surveys. 
The local authorities were given more detailed guidance in 
the 1959 survey on the items to be deducted; the deductions 
therefore appear to have been much larger in the 1959 
survey, although in fact the changes in 1958/59 were 
probably small. The deductions identified in the 1959 
survey (Items 10 and 11, Tables 4 and 4a) comprise: — 

(a) The lending by one local authority to another; 

( b ) Debt the servicing of which has been transferred to 
another local authority as a result of boundary 
changes or transfer of functions; 

(c) Debt which has been transferred from an authority 
to another public authority, such as debts trans- 
ferred to the Ministry of Health or the Central 
Electricity Authority; 

(d) Debt to be serviced by the Central Government, 
for example, in connection with the construction 
of trunk roads. 

The deductions made for items ( b ) to (r/) in the 1955 and 
1958 Treasury surveys were probably too low. In com- 
paring the results of the surveys with each other it is 
therefore preferable to use figures relating to total loan 
debt. 

The results of the 1955 and 1958 surveys previously 
published classified according to the final date loans which 
give the lender the right to call for repayment in advance 
of the final date. The figures now published, however, 
show the loans classified for all three years as follows: — 

(a) \ stock with a range of redemption dates is 
classified according to the final redemption date. 

(/>) A loan repayable by instalments is classified 
according to the date on which the final instalment 
is due. 

(c) Where a loan agreement gives the lender the right 
to call for repayment, the period taken is that to 
ihe date upon which the lender's option to call for 
redemption can next be exercised. Any provision 
by which a lender is able to require repayment in 
an emergency is, however, ignored. 

Sums borrowed from internal funds are so classified even 
if the borrowing is against the issue of mortgages or bonds. 



Comparison with other sources 
The main official sources of information on local 
authority debt other than the Treasury surveys are those 
provided by the government departments mainly respon- 
sible for local authority affairs, the Ministry of Housing 
and Local Government in England and Wales, the Scottish 
Home Department and the Government of Northern 
Ireland. The Ministry of Housing and Local Government 
publish annually Local Government Financial Statistics for 
England and Wales ( L.G.F.S. ), and for 1955/56 onwards 
have provided some information on the composition of 
local authority loan debt in the annual reports of the 
Ministry. Broadly similar information to that in L.G.F.S. 
is provided by the Local Financial Returns ( Scotland ) 
(L.F.R.). These are not published but are available on 
request from the Scottish Home Department; the totals 
for gross loan debt for Scottish authorities are, however, 
published in the Annual Abstract of Statistics. I nformation 
for Northern Ireland is published annually by the Govern- 
ment of Northern Ireland in Local Authority Financial 
Returns. 

The local authorities covered by L.G.F.S. (and the 
equivalents in Scotland and Northern Ireland) include, in 
addition to the local government authorities, water boards, 
harbour boards, joint authorities composed of a number 
of local authorities such as combined police authorities or 
drainage boards and certain other bodies. The outstanding 
debt of the local authorities outside the field covered by 
the Treasury surveys amounted to about £245 million in 
1955 and £277 million in 1958, as may be seen from 
Table B. Figures for 1959 are not yet available. 

Local authorities in Great Britain — gross loan 
debt outstanding 1951 to 1958 
At 31st March , England and Wales ( 15th May in Scotland) 
Table B £ million 





All 

local authorities 


Authorities in the field 
covered by 
Treasury surveys 




Total 

debt 


Change over 
previous year 


1950 


2,249 


2,068( 1 ) 




1951 


2,562 


2,357 


289(*) 


1952 


2,943 


2,728 


371 


1953 


3,410 


3,182 


454 


1954 


3,889 


3,652 


470 


1955 


4,333 


4,088 


436 


1956 


4,807 


4,551 


463 


1957 


5,253 


4,984 




1958 


5,647 


5,370 


386 


0) Estimated. Source: L.G 

L.F. 


' r ,5. and 
R. { Scotland ) 



Figures relating to borrowing by local authorities are 
also shown in the national income accounts published by 
the Central Statistical Office. The authorities included in 
the local government sector in the national income accounts 
are the same as those covered by L.G.F.S. (and equivalents 
in Scotland and Northern Ireland), except for the Metro- 
politan Police, which is included in the central government 
sector for national income purposes. The national income 
accounts include the municipal banks as part of the local 
authority sector. The item ” Other borrowing (net) ”, i.e., 
borrowing other than from the central government, which 
is shown in the national income accounts covers, in addition 
to changes in loan debt, changes in the holdings of financial 
assets, including changes in the amounts owing to trade 
debtors or creditors, and any residual errors in the other 
estimates used in the accounts. 
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Changes in the composition of loan debt 

Treasury survey of local government authority loan debt 



Changes in debt outstanding (') 

Table C Year 10 31st March, 1959 ( 15th May in Scotland) £ million 





England 
and Wales 


Scotland 


Great 

Britain 


Public Works Loan Board Mortgages 


- 40-9 


- 3-6 


- 44-5 


Mortgages other than from P.W.L.B 


133-4 


37-3 


170-6 


Corporations or local bonds, etc. 


5-4 


10-2 


15-6 


Stock quoted on London Stock Exchange 


33-2 


10-0 


43-2 


Other external borrowing excluding temporary borrowing 


2-9 






Internal advances: 








(a) from authorities own superannuation funds 


11-6 


2-0 


13-6 


(b) from other funds 


2-5 


0-2 


2-7 


Temporary loans 


142-6 


- 13-2 


129-5 


Total loan debt 


290-8 


44-3 


335-1 


of which due for repayment in: — 








1 year or less . . 


202-7 


- 1-7 


201-1 


over 1 year, up to 5 years 


114-5 


40-6 


155-0 


over 5 years, up to 15 years . . 


- 9-6 


- 3-2 


- 12-7 


over 15 years 


- 16-9 


8-6 


- 8-3 


Estimates for authorities failing to make returns 


4-4 


1-9 


6-3 



Details by type of authority are given in Appendix Table 1 . 

(*) The analysis of the changes covers only authorities reporting in both years. 



The total loan debt for the local government authorities 
in the field covered by the surveys (as estimated from the 
survey returns) rose by about £340 million in the financial 
year 1958/59. This was the smallest increase since the 
financial year 1950/51. 

As shown in Table C, local government authorities 
raised most of their new loans in 1958/59 through the 
market rather than from the Public Works Loan Board 
(P.W.L.B.); the policy of allowing a local authority to 
borrow from the Board only after inquiry as to its ability 
to raise money on the market, which was introduced in 
October, 1955, continued in force throughout 1958/59. 
There was, for the first time since the war, a reduction in 
the P.W.L.B. debt outstanding for the authorities as a 
whole, although the P.W.L.B. debt rose for some groups 
of the smaller authorities, for example, rural and urban 
district councils and small burghs. 

The main changes in debt outstanding were as follows. 
Mortgage debt outstanding rose by about £170 million 
(18 per cent.) in 1958/59. Borrowing by way of temporary 
loans rose by about £130 million (25 per cent.), and the 
amount outstanding on issues of quoted stock rose by £43 
million (9 per cent.). A number of groups of authorities. 



including urban and rural district councils, showed a greater 
absolute increase in debt by way of temporary loans than 
in debt of any other type. 

The shortening in maturity of local government 
authority debt outstanding, which was a marked feature 
shown by the surveys for 1955 and 1958, continued further 
in 1958/59. This can be seen from Table D. 

The proportion of debt within one year to maturity for 
all authorities in total rose in 1958/59, and differences 
between the different groups of authorities in the proportion 
of short-term debt tended to become smaller. For example, 
the proportion of debt within one year to maturity in 
Scotland was similar to that in England and Wales in 1959, 
though it had been substantially higher in the 1955 and 
1958 surveys. The county councils and metropolitan 
boroughs in England and Wales also raised the proportion 
of their debt within one year to maturity to a similar level 
to that for county boroughs, which in the earlier surveys 
had shown a much higher proportion of the shorter term 
debt. The proportion of debt within one to five years to 
maturity also rose substantially for nearly all the adminis- 
trative groups in 1 958/59, the rise being particularly marked 
for the Scottish authorities. 



Local government authority total loan debt outstanding according to maturity 
Table D At 31st March in England and Wales ( 15th May in Scotland) 







Debt due for repayment in: 






1 year 
or less 


Over 1 year, 
up to 5 years 


Over 5 years, 
up to 15 years 


Over 
15 years 


England and Wales 










1955 


4-8 


60 


21-3 








11-3 






1959 


14-7 


12-9 


170 


55-4 


Scotland 






1955 


12-7 


7-5 








16-9 


12-9 


20-5 






15-6 


17-7 


18-6 


48-1 


Great Britain 






1955 


5-8 


6-2 






1958 


12-0 


115 






1959 


14-8 


13-5 


17-2 


54-5 



Details by type of authority are given in Appendix Table 2. 



Percentages 



Total 



100 

100 

100 



100 

100 

100 
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Treasury survey of local government authority loan debt 

Changes in debt outstanding by type of authority and type of debt (‘) 

Year to 31 March 1959 (15 May in Scotland) 



£ million 





England and Wales 




Sco 


land 




All authorities 




County 


County 

boroughs 


and 
City of 
London 


Non- 


Urban 

district 


Rural 

district 


County 

councils 


£"S 


Large 


Small 


Scotland 


England 

and 

Wales 


Great 

Britain 


Public Works Loan Board 
Mortgages 


— 14-3 


-21-6 


-1-8 


-10-3 


2-2 


4-8 


-I I 


-2-2 


-0-7 


0-5 


-3-6 


-40-9 


-44-5 


Other mortgages . . 


12-9 


63-3 


91 


28-9 


10-7 


8-5 


17-0 


14-8 


5-2 


0-3 


37-3 


133-4 


170-6 


Corporation or local bonds 


- 


2-0 


- 


3-0 


0-5 


- 


- 0-3 


7-3 


1-4 


1-9 


10-2 


5-4 


15-6 


Stock quoted on the London 
Stock Exchange. . 


17-6 


17-1 


- 


-1-5 


-01 


— 


10-9 


-0-9 


— 


_ 


10-0 


33-2 


43-2 


Other external borrowing 
(apart from temporary 
borrowing) 


— 


0-3 


— 


0-9 


1-1 


0-6 


-0-1 


_ 


0-7 


0-8 


1-4 


2-9 


4-3 


Advances from authority’s 
own superannuation 
funds 


0-3 


3-2 


0-8 


6-7 


0-5 


_ 


1-0 


0-6 


0-4 


01 


2-0 


11-6 


13-6 


Advances from other inter- 
nal funds 


1-9 


-31 


0-5 


1-4 


1-1 


0-8 


-0-5 


0-6 


— 


01 


0-2 


2-5 


2-7 


Temporary borrowing 


43-6 


30-5 


13-5 


21-1 


18-2 


15-8 


-10-2 


-2-5 


-0-7 


0-3 


— 13-2 


142-6 


129-5 


Total loan debt . . 


62- 1 


91 -8 


22-1 


50-2 


34-2 


30-4 


16-6 


17-7 


6-2 


3-9 


44-3 


290-8 


335-1 


of which due for re- 
payment in: — 




























1 year or less 


60-3 


51-8 


17-8 


33-0 


22-2 


17-6 


-4-9 


-2-2 


3-9 


1-6 


-1-7 


202-7 


201-1 


over 1 year, up to 
5 years . . 


-1-3 


61 -9 


4-9 


310 


11-5 


6-5 


9-9 


22-1 


6-0 


2-6 


40-6 


114-5 


155-0 


over 5 years, up to 
15 years . . 


5-2 


— 16-5 


-01 


-3-3 


0-6 


4-6 


3-3 


-5-1 


-0-9 


-0-5 


-3-2 


-9-6 


-12-7 


over 15 years 


-2-2 


-54 


-0-6 


-10-4 


-0-1 


1-8 


8-3 


2-9 


-2-8 


0-2 


8-6 


-16-9 


-8-3 


Estimates for authorities 
failing to make returns. . 


01 


- 


- 


0-.8 


2-2 


1-3 


- 


- 


0-7 


1-2 


1-9 


4-4 


6-3 



(') The figures in this table on type of debt relate to authorities making returns in both years. 
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Treasury survey of local government authority loan debt 



Total debt outstanding according to maturity and type of authority 
At 31 March (15 May in Scotland) 





Debt due for repayment in:— 


Total 

all 

years 




1 year or less j 


Over 1 year, 
up to 5 years 


Over 5 years, 
up to 15 years 


Over 1 5 years 




1955 j 


1958 i 


1959 ; 


1955 


1958 1959 


1955 | 


1958 


1959 


1955 


1958 


1959 


Great Britain 


5-8 


12-0 

! 


14-8 ; 


6-2 


11-5 


13-5 


21-3 


18-6 


17-2 


66-7 


57-9 


54-5 


100 


England and Wales 


4-8 j 

| 


11-4 


14-7 j 


60 


11-3 


12-9 


21-3 


18-3 


17-0 


67-9 


59-0 


55-4 


100 


Scotland . . . . . . . . 


f 

12-7 ! 


16-9 


15-6 


7-5 


12-9 


17-7 


21-4 


20-5 


18-6 


58-4 


49-7 


48-1 


100 


England and Wales 
County councils 

County boroughs 

Metropolitan boroughs and 
City of London 

Non-county boroughs 
Urban district councils 
Rural district councils 


3-6 


11-9 


18-8 


3-7 


11-7 


10-7 


25-9 


22-1 


210 


66-8 


54-3 


49-5 


100 


7-6 


17-3 


19-4 


11-9 


19-8 


22-4 


35-0 


27-7 


25-2 


45-5 


35-2 


33-0 


100 


4-1 


12-6 


19-5 


3-8 


3-9 


5-7 


10-9 


13-1 


11-7 


81-2 


70-4 


63-1 


100 


5-3 


11-0 


14-1 


5-7 


11-1 


13-7 


18-5 


16-8 


15-5 


70-5 


61-1 


56-7 


100 


2-3 


5-5 


8-2 


M 


3-4 


4-8 


7-7 


8-9 


8-6 


88-9 


82-2 


78-4 


100 


1-5 


3-2 j 

| 5-6 


0-5 


1-9 


2-7 


4-8 


6-0 


6-3 


93-2 


88-9 


85-4 


100 


Scotland 

County councils 

Counties of cities 

Large burghs 

Small burghs 


13-9 


21-4 


17-8 


5-3 


12-0 


15-4 


16-4 


16-0 


16-3 


64-4 


50-6 


50-5 


100 


16-2 


16-5 


14-5 


11-4 


15-8 


23-3 


32-1 


30-3 


26-2 


40-3 


37-4 


36-0 


100 


8-1 


14-9 


17-4 


8-6 


15-1 


19-5 


21-2 


20-4 


17-8 


62-1 


49-6 


45-3 


100 


7-3 


10-4 


11-4 


2-4 


5-5 


80 


7-1 


7-3 


6-5 


83-2 


76-8 


74-1 


100 
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Composition of local government authority loan debt at 31 March(') 1955, 1958 and 1959 



TABLE 3 Great Britain: Total £ million 









Debt due for repayment 






Total 


In 1 year 
or less 


Over 1 year, 
up to 
5 years 


Over 5 years, 
up to 
15 years 


Over 
15 years 


1955 

Public Works Loan Board mortgages 


2,728 0 


0-6 


15-1 


292-7 


2,419-6 


Other mortgages 


596-2 










Corporation or local bonds (including housing bonds) . . 


66-6 


6-0 


16-6 


40-3 


3-7 


Stock quoted on the London Stock Exchange 

Other external borrowing (apart from temporary 


424-0 


7-6 


74-3 


170-9 


171-1 


borrowing) 


7-9 


0-9 


0-4 


0-7 


5-9 


Advances from authority’s own superannuation funds . . 


162-3 


2-7 


13-0 


59-5 


87-1 


Advances from other internal funds 












Temporary borrowing^) 


169-6 


169-6 








Total loan debt 


4,250-6 


245-0 


263-5 


904-1 


2,837-7 


Deduct : — 












Loans made to other local authorities 


24-2 


1-4 








Debt transferred to other authorities, etc 


39-8 


1-4 


4-5 


21-1 


12-8 


Total 


64-0 


2-8 


6-5 


25-0 


29-7 


Borrowing for the authority’s own purposes 


4,186-5 


242-2 


257-0 


879-1 


2,808-0 


1958 

Public Works Loan Board mortgages 


3,080-6 


1-1 


34-3 


377-4 


2,667-8 


Other mortgages 


972-6 


86-4 


420-6 


291-8 


173-7 


Corporation or local bonds (including housing bonds) . . 


107-8 


6-0 


47-0 


45-3 


9-5 


Stock quoted on the London Stock Exchange 

Other external borrowing (apart from temporary 


476-7 


28-3 


75-2 


197-5 


175-8 


borrowing) 


8-3 


0-7 


1-4 


0-9 


5-4 


Advances from authority’s own superannuation funds . . 


223-5 


4-7 


28-1 


81-8 


108-9 


Advances from other internal funds 


115-8 


22-4 


25-8 




41-5 


Temporary borrowing^) 


512-4 


512-4 


— 




— 


Total loan debt 


5,497-8 


662-0 


632-4 


1,020-8 


3,182-6 


Deduct : — 












Loans made to other local authorities 


24-6 










Debt transferred to other authorities, etc 


30-8 


1-3 


5-6 


13-3 


10-5 


Total 


55-4 


4-8 


8-7 


18-8 


23-0 


Borrowing for the authority’s own purposes 


5,442-4 


657-2 


623-7 


1,002-0 


3,159-6 


1959 

Public Works Loan Board mortgages 


3,051-3 


1-6 


37-8 


357-0 


2,654-9 


Other mortgages . . • 


1,145-4 


167-0 


526-8 


279-3 


172-3 


Corporation or local bonds (including housing bonds) . . 


127-8 


6-6 


69-9 


40-0 


11-3 


Stock quoted on the London Stock Exchange 

Other external borrowing (apart from temporary 


519-9 


15-6 


83-4 


218-9 


201-9 


borrowing) 


12-5 


3-7 


2-0 


1-0 


5-9 


Advances from authority’s own superannuation funds . . 


237-6 


6-9 


36-3 


87-1 


107-3 


Advances from other internal funds 


118-5 










Temporary borrowing^*) 


646-2 


646-2 








Total loan debt 


5,859-3 


868-3 


791-2 


1,009-9 


3,189-9 


Deduct : — 












Loans made to other local authorities 


22-2 


4-6 


0-5 


3-8 




Debt transferred to other authorities, etc 


96-0 


7-8 


21-2 


35-0 


31-9 


Total 


118-1 


12-4 


21-7 


38-9 


45-1 


Borrowing for the authority’s own purposes 


5,741-2 


855-9 


769-4 


971-0 


3,144-9 



(') 15 May in Scotland 



<*) Money borrowed by way of temporary loan £ million 





Total 


At call or 
7 days’ 
notice 


For 
periods 
of up to 
3 months 


For 
periods 
of 3-6 
months 


For 
periods 
of 6-1 2 
months 


Revenue 
balances 
temporarily 
used for 
capital 
putposes 


1955 


169-6 


103-9 


22-6 


5-6 






1958 


512-4 


275-1 


84-3 


64-3 


22-7 




1959 


646-2 


312-1 


122-6 


64-5 


56-9 


90-1 
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Composition of local government authority loan debt at 51 March, 1955 



Public Works Loan Board mortgages 
Other mortgages 

Corporation or local bonds (including 

housing bonds) 

Stock quoted on the London Stock 



orrowing (apart from 
temporary borrowing) 

Advances from authority's own super- 
annuation funds 

Advances from other internal funds 
Temporary borrowing! 1 ) 

Total loan debt 



Loans made to other local authori- 
Debt transferred to other authori- 



Other mortgages 
Corporation or local 
housing bonds) 
Stock quoted on th 
Exchange 



temporary borrowing) 
Advances from authority's i 
annuation funds 
Advances from other intei 
Temporary borrowing! 1 ) 

Total loan debt 



Loans made to other local authori- 
ties 

Debt transferred to other authori 



Borrowing foi 
purposes 



Other mortgages 
Corporation or loca 
housing bonds) 

Stock quoted on tl 
Exchange 
Other external borrowing 0 
temporary borrowing) 
Advances from authority's 
annuation funds . . 
Advances from other inte 
Temporary borrowing(') 

Total loan debt 



London Stock 



Debt transferred to other author 



Total . . 
Borrowing for t 





Debt due for 


repayment 






Debt due for repayment 








5 years, 
up to 
15 years 








0vrr 






Total ! 


In 1 year j 
or less j 


I°year. 
up to 
5 years 


Over 
15 years 


Total 


n 1 year 
or less 


1 year, 
up to 
5 years 


5 years. 


Over 
IS years 


County councils 


County borough councils 


279-6 | 


? -7 i 


j 


30-7 I 
16-7 


246-6 

10-5 


552-2 

294-6 


0-2 

15-6 


5-1 

78-5 


135-6 

177-1 


411-3 

23-5 








_ 


_ 


5-4 


0-3 


1-3 


3-4 


0-4 


127-2 


0-2 1 


11-3 


67-2 


48-5 


246-0 


7-1 


50-8 


81 -2 


106-9 


0-4 


_ j 


0-1 


0-1 


0-3 


3-4 


0-2 


— 


- 


3-2 


39-0 
6-3 
15 - 1 


0-2 j 

0-4 | 
IS- 1 | 


0-7 

0-2 


13-6 

1-5 


24-5 

4-2 


70-7 

61-8 

53-7 


1-2 

20-0 

53-7 


9-6 

7-6 


33-9 

19-9 


26-0 

14-3 


500-7 


17-7 


18-7 


129-8 


334-6 


1,287-8 


98-3 


152-9 


451-1 


585-6 


16-2 




1-6 


1-4 


13-2 


3-5 


0-7 


0-3 


1-1 


1-4 


0-7 


_ 


- 


0-6 


0-1 


34-8 


1-3 


3-7 


19-0 


10-8 


16-8 


— 


1-6 


2-0 


13-3 


38-4 


2-0 


4-0 


20- 1 




483-9 


17-7 


17-1 


127-8 


321-3 


1,249-5 


96-3 


148-9 


431-0 


573-4 


Metropolitan borough councils and City of .London 


Non-county boroughs 


100-0 

28-0 


19 


0-4 

2-1 


5- 2 

6- 5 


94-4 

17-5 


485-2 
1 18-4 


0-1 

6-2 


2-1 

28-4 


46-5 

58-7 


436-5 

25-1 


0-6 


_ 


_ 


_ 


0-5 


6-9 


0-2 


0-5 


5-9 


0-4 


7 6 


_ 


2-9 


3-2 


1-5 


12-4 


0-4 


5-0 


5-9 


1-0 




_ 


_ 


- 


- 


1 13 


0-3 


0-1 


0-2 


0-8 








0-8 






0-6 


1-4 


6-5 


11-6 


0-7 

3-8 






0-3 


12-1 


26-9 








3-8 


— 


— 


— 




— 


— 




146-0 


5-9 


5-5 


15-9 


1 18-6 


683-3 


36-3 


38-7 


126-4 


481-9 












2-8 


0-1 


0-2 


1-2 


1-3 


1-3 


_ 


0-3 


0-7 


0-3 


2-3 


- 


0-3 


0-7 


1-3 


1-3 


— 


0-3 


0-7 


0-3 


5-1 


0-1 


0-5 


1-9 


2-6 


144-7 


5-9 


i 5 ' 2 


15-2 


118-3 


678-2 


36-2 


38-2 


124-5 


479-3 


Urban district councils 


Rural district councils 














0-1 


1-6 


20-1 


487-4 


36-9 


1-5 


3-4 


14-9 


17-2 


19-2 


1-1 








8 0-. 




0-1 


0-2 


_ 


0-2 


_ 


0-1 


0-1 


— 










0_1 












0-1 


_ 


_ 


_ 


_ 


0-1 


_ 


_ 


_ 


0-1 




n.i 






2-8 


1-0 




_ 


0-2 


0-8 






0-3 


1-0 


2-0 












11-3 


11-3 


— 


— 


— 








— 




577-4 


13-2 


6-2 


44-7 


513-2 


538-5 


8-0 


2-5 


26-1 


501-8 




- 


- 


0-1 


0-1 


- 


- 


- 


- 


- 


0-3 


— 


- 


0-1 


0-1 


- 


- 


■ - 


- 


— 


S77I j 13-2 


6-2 


| 


513-1 


538-4 


8-0 


2-5 


26-1 


501-8 



d by way of temporary Ic 



At call or 7 days’ notice . . 
For periods of up to 3 months 
For periods of 3-6 months . . 
For periods of 6—12 months 



County councils C “™ Sff"* 



Metropolitan 
borough councils 
and City of London 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Composition of local government authority loan debt at 31 March(*), 1955 






naland and 


VVales. Scotl 
ebt due for 


nd and type 




in Scotland 




repayment 


£ million 






Over 

>2 






Total 




1 




, 5 °X, 


E MMS- 


aJSSSL. 


2 «:l 


280 




sw 




2 2!:S 


1-. 


i<:‘ 


SI 




393^3 


7-6 


70-1 


157^5 


158-0 


30-6 


_ 


4-2 


13-4 


13-0 


5-4 


0-4 


0-2 


0-3 


4-4 


2-6 


0-5 


0-2 


0-4 


IS 


$1 


M 


j:{ 


Si 


St 


Its 


£ 


8t 


13 


j:l 


3.733-7 


.79-2 


224-5 


793-6 


2,536-0 


5.6-6 


65-8 


38-9 


1.0-4 


301-5 


22-6 

39-3 


0-8 

1-4 


2-0 

4-4 


3-8 


16-0 

12-6 


1-7 

0-5 


0-7 


0-1 


0-1 

0-2 


0-9 

0-2 


61 -9 


2-2 


6-4 


24-7 


28-6 


2-1 


0-7 


0-1 


0-3 


1-1 


3,671-8 


177-0 


218-1 


768-9 


2,507-4 


514-7 


63-3 


39-0 


110-2 


302-3 


County councils 


Counties of cities 


5K 


2-2 


":} 


to 


8 fS 


g:| 


1-4 


1:8 


it? 


It 


13-5 


_ 


1-2 


8-4 


3-9 


13-7 


_ 


1-6 


Vo 


7-1 


0-8 


0-3 


0-2 


0-4 


- 


1-3 


— 


— 


- 


1-3 


£ 


0-1 

19-5 


8:3 


St 


St 


:h 


£ 


W 


St 


'W 


160-9 


22-4 


8-6 


26-4 


.03-7 


.86-7 


30-2 


21-3 


59-9 


75- 1 


0-4 


- 


- 


0-2 


0-2 


0-9 


0-2 


- 


- 


0-7 


0-4 


- 


— 


0-2 


0-2 


0-9 


0 2 


- 


- 


0-7 


.60-2 


21-6 


8-6 


26-3 


103-6 


185-8 


30-0 


21-3 


59-9 


74-4 


Large burghs 


Small burghs 


i?:! 


0-5 


to 


a 


4 t8 


11 


0-1 


81 


t! 


V, 


4-9 

3-4 


0-2 


0-8 

1-4 


3-9 


0-1 
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3-9 


0-2 
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jl 
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0-1 
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53-0 
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6-1 


2-0 


6-0 


69-8 


0-5 


0-3 
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_ 
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0-1 
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Composition of local government authority loan debt at 31 March, 1958 



TABLE 5 Types of authority in England and Wales £ million 






County councils 


County borough 
councils 


Metropolitan 
borough councils 
and City of London 


Non-county 

boroughs 


Urban district 
councils 


Rural district 
councils 




26-6 


90- 1 








12-4 




7-9 
























For periods of 6-12 months 
Revenue balances temporarily for 


5-6 


9-7 




2-8 


1-2 


0-6 


capital purposes 






5-6 


9-0 


4-6 


4-0 


Total 


72-3 


195-4 


21-0 


77-3 


35-9 


20-2 
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TABLE 6 



Composition of local government authority loan debt at 31 March, 1959 



Types of authority in England and Wales £ million 





Total 




Debt due fo 


repaymen 




Total 


Debt due for repayment 


In 1 year 
or less 


Over 


Over 
5 years, 
up to 
15 years 


1 Over 


1 or less r 


1 year, 
up to 
5 years 


5 *years, 


Over 
15 years 




County councils 


County borough councils 


Public Works Loan Board mortgages 


284-6 


0-2 


10-7 


33-7 














Other mortgages 






35-8 


20-5 


18-5 


509-8 


85-9 


274-0 


124-9 


25-1 


housing bonds) . ! . f 


0-1 


— 


0-1 


— 


— 


14-5 


0-7 


11-0 


2-4 


0-5 


Exchange . . 


189-4 


9-6 


28-9 


72-6 


78-3 


255-8 


3-9 


40-2 


114-9 


96-7 


temporary borrowing) V . . 


0-4 


- 


- 


0-1 


0-2 


3-1 


0-2 


0-5 


0-1 


2-3 


annuation funds . . ’ . . ' . . 


69-4 


1-1 


4-1 


28-8 


35-4 


87-2 


3-7 


21-3 


33-7 


28-5 


Temporary borrowing^) 


115-9 


115-9 


- 4 






225-8 


225-8 


- 5 


IP 


if 9 


Total loan debt 


760-8 


143-1 


81 -0 


159-9 


376-8 


1,710-1 


332-4 


382-4 


431-0 


564-2 


Deduct:— 






















rJies .. 


16-9 


2-1 


0-1 


3-4 


11-3 


1-8 


0-6 


0-4 


0-4 


0-4 


ties, etc 


4-9 


0-2 


1-3 


1-7 


1-7 


59-4 


6-7 


15-7 


20-4 


16-6 


Total . . 


21-8 


2-3 


1-3 




13-1 


61-0 


7-3 


16-0 


20-8 


16-9 


Borrowing for the authority's own 






















purposes 






79-7 


154-9 


363-7 


1,649-1 


325-2 


366-4 


410-2 


547-3 




Metropolitan borou 


gh councils 


and City of London 


Non-county boroughs 


Public Works Loan Board mortgages 


108-7 


0-1 


1-0 


7-0 


100-7 






















27-9 


212-7 


25-0 


99-3 


51-5 


36-9 


housing bonds) .. .. .7 


0-5 


— 


- 


0-5 


— 


15-6 


0-5 


8-3 


4-9 


1-9 


_ Exchange .. 


9-7 


- 


0-6 


2-6 


6-5 


11-3 


0-7 


4-1 


6-4 


0-1 


temporary borrowing) 1 *! . 


0-2 


0-2 


— 


— 


— 


2-1 


1-0 


0-2 


0-2 


0-7 


^annuation funcb ./ 


7-8 


0-2 


0-7 


2-7 


4-2 


34-3 


1-2 


5-7 


13-6 


13-8 


Temporary bonowingO) 


34-6 


34-6 


JW 




.T 7 


99-4 


99-4 








Total loan debt 


221-8 


43-1 


12-7 


26-0 


140-0 


930-3 


130-8 


127-8 


143-9 


527-8 
























D ties lt °.. 


0-3 


0-3 


' - 


_ 


- 


1-6 


0-7 


_ 


0-1 


0-8 


ti “- e,c 


3-7 


0-1 


0-5 


1-6 


1-5 


15-5 


0-7 


2-4 


6-0 


6-4 


Total . . 


4-0 


0-4 


0-5 


1-6 


1-5 


17-0 


1-4 


2-4 


6-1 


7-1 


Borrowing for the authority's own 






















purpose 






12-2 


24-3 


138-5 


913-3 


129-4 


125-5 


137-8 


520-6 




Urban district councils 




Rural district co 


ncils 




Public Works Loan Board mortgages 


617-9 


0-2 


4-5 












31 3 


'30 C 






6-5 


28-4 


19-7 


25-4 


54-4 


3-3 


16-3 


13-2 


21-6 


housing bonds) f 


2-5 


0-7 


1-3 


0-4 


_ 


0-4 


_ 


0-3 


0-1 




O&clUnge ^ ... .. 


— 


- 


— 


- 


_ 


_ 


_ 


_ 


_ 




^ jemporary borrowing)’ . 


1-5 


0-4 


0-4 


0-2 


0-5 


1-3 


0-6 


0-4 


0-1 


0-2 


^ annuation funds . ^ . 


6-8 


0-1 


0-8 


2-3 


3-6 


1-5 


_ 


0-2 


0-3 




Temporary borrowingO) 


54-5 


54-5 


- 3 


■P 




36-6 


36-6 




0-9 


2-7 


Total loan debt 


770-5 


63-3 


36-8 


66-4 


604-0 


731-4 


40-9 


19-9 


46-4 


624-1 


Deduct: — 






















Debt transferred to other authori- 


0-2 


0-1 


- 


- 


0-1 


- 


- 


- 


- 


- 


ties, etc 


2-1 


0-1 


0-3 


0-8 


0-9 


1-5 


— 


0! 


0-4 


1-0 


Total . . 


2-4 


0-2 


0-3 


0-8 


1-0 


1-5 


— 


0-1 


0-4 


1-0 


Borrowing for the authority's own 






















purposes 




63- 


36-5 


65-5 


603-1 


729-9 


40-9 


19-8 


46-0 


623-1 



(') Money borrowed by way of temporary loan 



At call or 7 days’ notice 
For periods of up to 3 months 
For periods of 3-6 months 
For periods of 6- 1 2 months 
Revenue balances temporarily for 
capital purposes 



23-8 

36-8 



103-0 
53-0 
28-8 
2t -6 



^Metropolitan 
and City of London 
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Estimating changes in the volume of manufacturers’ stocks 



i-.e printed from Economic Trends, August I960 



The extent and pace at which stocks (including work in 
progress) are built up or run down have important effects 
on the economic situation, and figures of changes in the 
levels of stocks held are consequently among the most 
important of economic indicators. The calculation of 
estimates of the changes in stocks, from the basic informa- 
tion available, in a form in which they are useful and 
meaningful for following current economic trends, and 
building up the national accounts, presents some difficult 
and interesting problems. The Board of Trade and the 
Central Statistical Office have recently recalculated the 
estimates of changes in the volume of stocks held by 
manufacturing industry — which accounts for over half 
of the £9,000 million stocks held in the economy — and the 
revised estimates were published in the Board of Trade 
Journal of 15th July, 1960, in place of the earlier series. 
This article describes the way in which these new estimates 
have been made and replaces the descriptions given in 
National Income Statistics: Sources and Methods. The 
article is about manufacturers’ stocks only but roughly 
comparable methods are now being used to estimate 
changes in the volume of stocks in most of the rest of the 
economy. Wholesalers’ and retailers’ stocks in particular 
which together amount to a further £2,000 million, are 
treated in principle in the same way as manufacturers’ 
stocks, though, for the present at least, the actual methods 
used are less detailed. 

Basic concepts 

The basic information from which changes in manu- 
facturers’ stocks and work in progress are estimated is 
obtained from the annual censuses of production and the 
quarterly sample inquiries conducted by the Board of 
Trade(‘). The figures of stocks returned to these inquiries 
are obtained from companies’ accounting records and the 
estimates of changes in the levels of stocks between one 
period and another derived directly from these figures 
represent, as explained below, partly changes in the 
quantum of stocks held, and partly the effect of changes 
in the prices at which they have been valued by companies’ 
accountants. These two components have different 
economic significance and receive different treatment in 
the national income accounts; it is therefore necessary 
to separate them. 

In order to do this the levels of stocks at two dates are 
revalued at the average prices of the period spanned by the 
two dates, normally a quarter. The change between the 
two dates in the value of stocks thus adjusted is described 
as the value of the physical change at current prices, and 
it is this change in stocks that is comparable with other 
economic statistics — consumers’ expenditure, capital ex- 
penditure, exports and imports, etc. — at current prices. 
The difference between the value of the physical change at 
current prices and the change between levels before 
adjustment (which may be described as book value levels) 
is described in national income terms as stock appreciation. 
It can, of course, be positive (in times of rising prices) or 
negative (in times of falling prices). 



In order to prepare a time series of the values of the 
physical changes of stocks in successive quarters on a 
comparable basis of valuation the levels' of stocks are also 
revalued at the prices of some base period or date. In 
accordance with the practice adopted at present in most 
economic series, the levels of manufacturers’ stocks have 



been revalued at the average prices of 1954. The change 
between the levels of stocks revalued at the prices of the 
base period is described as the value of the physical change 
at constant prices and is comparable with other economic 
statistics valued at constant prices. 

Companies’ methods of valuing stocks 

In order to revalue the “ book value ” levels of stocks, 
whether at the average prices of each period, or at the 
average prices of 1954, it is necessary to come to some 
conclusions about the accounting conventions adopted by 
companies in estimating the stock figures returned to the 
census of production and the quarterly inquiries. It was 
known that several different methods, particularly for 
valuing materials and fuel, are accepted and used by 
accountants. Stocks may be valued always at cost, 
however defined, or always at current market value, or at 
whichever is the lower of the two. The cost of acquiring 
the stocks may be exactly known by recording the date and 
price at which each item was bought, or it may be estimated 
conventionally. Some systems accept the convention that 
materials acquired at the most distant date are first drawn 
from store for processing and that stocks consequently 
consist of the most recently acquired items (the “ first-in- 
first-out ” — FIFO — convention); the opposite assumption 
is also possible — that the materials drawn from store are 
the most recently acquired and that stocks consist of the 
items first purchased (the “ last-in-first-out ” — LIFO — 
convention). Another system is to keep a running figure 
of the value of stocks by adding purchases at their actual 
cost and deducting issues at the average cost per unit of 
the stock in hand before the issue was made; the average 
cost per unit is recalculated either continuously, as fresh 
purchases and issues are made, or at fixed intervals. 
Another system is to value stocks — or some part of them — 
at a standard cost which may be changed annually or 
even less frequently. 

A partial survey of methods of valuation used by 
companies taken a few years ago in conjunction with the 
quarterly inquiry into manufacturers’ stocks indicated 
that the convention of assuming “ first-in-first-out ” and 
valuing stocks at cost or market value, whichever is the 
lower, was adopted by the great majority of firms, and 
recent discussions with a number of accountants confirmed 
that this was so. It also seemed that most of the alternative 
methods in use were generally likely, in practice, to be 
fairly close to this method. The “ last-in-first-out ” 
methods is likely to give the most significantly different 
results but seems to be rarely used. 

It was decided, therefore, to assume, in making the 
estimates for materials and fuel and finished goods, that 
all stocks are valued at the lower of cost or market value 
using the FIFO convention. Although this assumption 
must result in some error in the estimates it is likely to be 
small, particularly as the census of production showed 
that in none of the industry groups did stocks of finished 
goods amount to much more than one month’s production, 
and stocks of materials not more than three months’ 
purchases, and generally only one or two months’. An 
accountant using the “ first-in-first-out ” method thereby 
assumes that the stocks held at any time are those most 
recently bought or produced. He will accordingly value 
them either at the costs of the most recent period (going 
back far enough for the total purchases in the period 



( l ) A description of the sources of information about manufacturers’ stocks was given in an article in Economic Trends for March 
)59. 

48 



Printed image digitised by the University of Southampton Library Digitisation Unit 



exactly to equal the stocks in hand) or at the current 
market value, whichever is lower, in order to produce a 
book value figure. To deflate the book value figure, 
therefore, the correct price to use is either the average 
over the most recent period or the current market value, 
whichever is the lower, and this is the method used in 
producing the estimates of changes in the volume of stocks. 

The assumptions to adopt as to the methods of valuation 
underlying the figures of work in progress presented some 
further difficulties. Discussion with accountants indicated 
that the method commonly adopted is to value work in 
progress at direct labour cost plus a percentage, or a fixed 
amount, for overheads, and the cost of materials and 
fuel used. It seemed likely that in most industries the 
unit cost of work in progress would lie somewhere between 
the unit cost of materials and fuel and that of finished goods. 
In most trades the time during which work in progress at 
any point in time has been accumulated is short and 
therefore the amount of work in progress is small. It was 
felt that little error in the estimates as a whole would 
result from taking a simple unweighted arithmetic average 
of the price index numbers for materials and fuel and 
finished goods and this was adopted in the majority of 
trades for which estimates were made separately. 

For those few industries! 1 ), however, in which work in 
progress is accumulated over a considerable period and is 
therefore large, it seemed worthwhile to come to more 
refined conclusions about the valuation bases implied in 
firms’ returns of work in progress. It seemed from dis- 
cussions with accountants that, in these industries in 
particular, work in progress is normally valued at the 
cost of direct labour and materials incorporated in the 
work with a percentage added to the former to take account 
of overheads. The range of overheads covered by the 
percentage added to labour costs is known to vary 
considerably from (occasionally) no addition at all (the 
direct cost method) to one that covers virtually all costs 
such as factory overheads, general administration, sales 
costs and research but not profits (the on-cost method). 
For these industries, therefore, it was decided that the 
revaluation of work in progress should take into account 
changes in material costs and changes in labour costs 
combined in a way which would roughly reflect general 
accounting practice. 

Having made the basic assumption about the valuation 
underlying the accounting data the process of revaluation 
requires information or assumptions about: 

(a) changes in prices; 

(b) the period over which stocks are assumed to have 

been built up; and 

(c) the types of commodities and products included in 

the level of stocks that are being revalued and 
their relative importance — i.e., the commodity 
composition of stocks. 



Indicators of price changes 

Prices of virtually all the important items held in stock 
as materials and fuel or finished goods and a very wide 
range of the smaller items are collected regularly by the 
Board of Trade, the Ministry of Agriculture, Fisheries 
and Food and the Ministry of Power. These prices are, 
in general, prices paid by manufacturers for materials 
and fuel and prices received by them for finished goods. 
On the whole for materials and fuel the price collected in 
the wholesale price series will be related to the price at 



which the manufacturer values his stocks in accordance 
with the accounting convention which has been assumed 
above. The wholesale price information is, however, based 
on quoted market prices and various arrangements, for 
example, long-term contracts at special prices, may cause 
some divergence. Stocks of finished goods, assumed to be 
valued at cost or market value, will have an underlying 
valuation different from that of the wholesale prices series 
since the latter, will relate to selling prices and include 
therefore profit margins and overheads. It is not thought 
that this difference will have much effect on the changes 
over a period, particularly as prices in the wholesale 
prices series, being quoted or list prices, may be less 
volatile than prices at which business is transacted. 

For those industries for which work in progress estimates 
are to be revalued on the assumption that firms’ figures 
reflect material costs and labour costs with a percentage 
addition to the latter, the price indicator which is needed 
is one which combines appropriately weighted separate 
indices of labour costs and materials costs. The weights 
of the constituents were obtained by recourse to the results 
of the census of production for 1 958. From these results 
the total value of the sales could be broken down to show : 

1. Cost of materials and fuel. 

2. Wages. 

3. Salaries. 

4. Other costs including profit (that is, total sales less 

above items). 

5. Total sales. 

The weights for materials and fuel price indices were 
obtained directly from the relationship of 1 to 5. The 
weights for the labour cost indices should be equivalent to 
direct labour costs plus something to allow for overheads 
that are generally included in the value of work in progress. 
It was felt that the most reasonable weight was to add half 
of salaries and other costs to the total wage bill. The 
relative weights for the labour cost and materials prices 
indices are, therefore; 

Wages -F j (Salaries and other cost s) 

Total sales 

Cost of materi als and fuel 
Total sales 

The indices of changes in the price of materials and fuel 
used in the industries for which this method of adjusting 
the values of work in progress was adopted were readily 
available. For changes in labour costs index numbers 
were constructed from the estimates of average weekly 
earnings in the metals, engineering and shipbuilding 
industries obtained from the Ministry of Labour’s inquiries 
into earnings. For recent months changes in the wage 
rates index were linked to this index. 

Period in which stocks have been built up 

Before the items held in stock can be revalued either at 
the average price of the period or at 1954 prices it is 
necessary to know the average prices underlying the 
“ book value ” figures of the levels of stocks provided by 
firms. The first stage in assessing these averages is to 
estimate the period of time over which the level of stocks 
held at any particular time are assumed to have been built 
up. For materials and fuel this means the months during 
which the stocks were purchased and for finished goods 
and work in progress the months during which stocks 
were produced. Clearly, the number of months’ usage or 
production in stock — the turnover period — varies from 



(*) Mechanical engineering; electrical engineering; marine engineering; aircraft. 
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item to item but with the exception of the stocks of the 
basic commodities that have been treated separately in the 
estimates for materials and fuel (see below) information 
about these variations is not available. It was assumed, 
therefore, that the turnover period is the same for every 
item in each of the categories (that is, class of stock by 
industry group) for which separate stock figures are 
available. A broad indication of the turnover period for 
each of these categories can be obtained from the results 
of the annual censuses of production, which show, as well 
as the levels of stocks in each trade, the purchases of 
materials and fuel and the sales of goods during the year. 
For the purposes of the revised estimates of stock apprecia- 
tion the turnover periods shown in the most recent census 
of production — that relating to 1958 — have been used. 

The method described above of assessing the period 
over which stocks of materials and fuel and finished goods 
have been built up is not adequate for work in progress in 
some trades. In most trades the period of processing 
materials into finished products is short and the amount of 
work in progress at any particular time is small. For the 
majority of the trades for which estimates of stock apprecia- 
tion have been made separately the results of the censuses 
of production show that the level of work in progress 
is well under one month’s output. In trades such as 
mechanical engineering, electrical engineering, and aircraft, 
however, the production process extends over a much 
longer period and sometimes up to several years. Largely 
as a consequence of this the amount of work in progress 
in these trades is relatively large. 

Adjustments to the method of estimating the period 
over which work in progress has been built up in these 
trades are necessary for two reasons. First, the period 
over which work in progress at any particular time has 
been built up is the equivalent of about twice the number 
of months output represented by work in progress. 
Secondly, the level of work in progress at a point in time 
does not consist of equal contributions from each past 
period. It was a reasonable, if not always an entirely 
accurate, assumption in the case of materials and fuel that, 
if stocks represent, for example, three months’ purchases, 
the stock has been built up evenly over these three months. 
Where, however, work in progress has been built up over 
a lengthy period, a high proportion of the amount of work 
in progress has been done in the most recent months and 
only a small proportion in the earlier months. A simplified 
illustration of this is as follows. 

Assume that a company always has four projects in 
hand and that each takes just over four months to complete 
(and then, of course, passes out of work in progress) and 
that an equal amount of work is done on each project 
each month. If W x represents the value of work done on 
each project in the past month, W* represents the value 
of work done in the previous month and so on, and the 
projects are numbered in the order in which they are 
started, then the amount of work in progress at any point 
of time is made up as follows : 

Project 1. Wj + W 2 + W 3 + W 4 

Project 2. W x + W 2 4- W 3 

Project 3. W x + W 2 

Project 4. Wj, 

and the total of work in progress consists of 4 W x + 3 W 2 
+ 2 W 3 + W 4 . In this simplified example the cost index 
appropriate to work in progress for the most recent month 



should have a weight of four, that for the previous month a 
weight of three, and so on. 

In practice, the level of work in progress is unlikely to be 
built up in quite so simple a fashion as this and the build-up 
will vary from one period to another. There is no means, 
however, of arriving at the correct build-up and it was 
decided, having estimated the number of months’ work in 
progress from the census of production, to take the sequence 
of natural numbers, as in the above example, as the best 
approximation to the relative build-up of work in progress 
in those trades where the period of accumulation is long 
and where the levels of work in progress are sufficiently 
large to justify this refinement in the calculations. The 
trades where this method was adopted were mechanical 
engineering, electrical engineering, aircraft, and marine 
engineering('). These trades together account for nearly 
two-thirds of all of work in progress in manufacturing 
industry. In the first two of these trades information about 
the length of build-up of work in progress was available 
for a number of separate trades within the group and these 
were weighted by the levels of work in progress to obtain a 
combined weighting pattern for the group as a whole( 2 ). 

Commodity composition of stocks 

Ideally, one would like to know the composition of 
stocks at the end of each period, and use a current weighted 
index of price changes to adjust the levels- of stocks each 
quarter. But with the exception of a few items of basic 
materials this is not known. The only systematic informa- 
tion about the make-up within industries of manufacturers' 
stocks of materials and fuel, and products on hand for 
sale is provided by the results of the census of production 
in respect of 1948. Only relatively few items of stocks 
were shown separately, and 1948 was still in the period of 
post-war recovery, with distortions in the pattern of stock- 
holding caused by shortages and controls. For these 
reasons it was decided not to use this census information 
and, in the absence of more appropriate and up-to-date 
data, to assume, for the most part, that the commodity 
composition of stocks of materials and fuel held in each 
industry was similar to the pattern of purchases of 
materials and fuel in 1954, the latest year for which 
information was collected in a census of production of the 
details of materials and fuel purchased by manufacturers. 
The pattern of purchases in the separate trades distinguished 
in the census of production have been combined to give 
estimates for the broader groups used in the calculations 
by using the stocks held by the trades in 1958 as weights. 
This is not a wholly satisfactory solution, as, apart from 
the fact that the commodity composition of stocks changes 
over time, the number of months’ purchases normally held 
in stock will vary to some extent from item to item and the 
relative importance of items as purchases will not be the 
same as their relative importance as items of stocks. It is, 
however, the most appropriate assumption to make in 
view of the information available and is not likely to lead 
to serious error in the indices used for adjusting the levels 
of stocks. 

Some of the larger errors that might have been introduced 
by the assumption that the pattern of materials and fuel 
stocks is similar to purchases have been avoided. For a 
number of the more important basic materials and com- 
modities regular quarterly information is available of the 
quantities held in stock by manufacturers. Some of these 



( a ) The periods over which work in progress in these trades is assumed to have been built up are: mechanical engineering— 12 

months; electrical engineering— 19 months; marine engineering— 1 7 months; aircraft— 24 months.. 
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materials — for example, cotton, wool, natural rubber — are 
almost wholly used by only one of the trades for which 
the basic estimates of changes in the volume of stocks were 
calculated separately, and for finished steel an analysis of 
the stocks by each holding trade is available. In the 
calculation of stock appreciation and the physical changes 
in stocks of materials and fuel, these commodity items 
have been treated separately from the rest of stocks in those 
industry groups in which they occur. Although the total 
value of these commodity items is not a high proportion of 
the total value of materials and fuel held in stock by 
manufacturing industry— £205 million out of £1 ,880 million 
at the end of 1959 — the importance of their separate 
treatment lies in the fact that the quantities of these basic 
materials held in stock, or their prices — and sometimes 
both— are subject to greater than normal variations. Their 
separate treatment, therefore, introduces a fairly important 
element of current weighting into the calculations^). 

In assessing the commodity composition of stocks of 
finished goods, it was assumed that the pattern of the 
composition of stocks held in each industry was similar 
to the pattern of sales as shown by the results of the census 
of production relating to 1954. The pattern of sales in the 
separate trades distinguished in the census of production 
have been combined to give estimates for the broad groups 
used in these calculations by using the stocks held by the 
trades as weights. This is exactly analogous to what has 
been done for materials and fuel and although, again, it is 
not ideal it is generally likely to be nearer the truth and 
consequently to result in less error than in the case of 
materials and fuel. 

The calculations, on the lines described above, were 
made separately for materials and fuel, work in progress 
and finished goods for each of about twenty industry 
groups within manufacturing industry. Figures in this 
detail are not, however, sufficiently reliable for publication 
and the published results are confined, as are the book 
value figures, to four industry groups; separate figures 
for the different categories of stocks are given only for 
manufacturing industry as a whole. 

Hitherto a rough adjustment has been made to the 
revalued figures to allow for the fact that the accounting 
convention assumed introduces some bias. Since the 
amount of the bias is certainly small and since many other 
factors contribute to a high margin of uncertainty in the 
value of the physical change, this adjustment is no longer 
made. 

The estimates 

A summary of the revised estimates of physical changes 
in manufacturers’ stocks which have been made from the 
beginning of 1958 is shown in the table below. Particular 
improvements compared with the previous estimates are: 
a more systematic and detailed determination of the 
commodity composition of stocks allied with the use of a 
far wider range of wholesale price index numbers in 



measuring changes in prices; the use of current data of 
the stocks of some important items of basic materials; 
and a more adequate method of treating work in progress 
in those industries in which it is important. In addition, 
the estimates have been built up separately for more than 
twenty industry groups compared with six previously. 

The table below compares the revised estimates of the 
physical changes at 1954 prices with the old estimates for 
the years 1958 and 1959. 

Physical increases in manufacturers’ stocks at 1954 prices 



£ million 





Materials 
and fuel 


Work in 
progress 


Finished 

goods 


Total 




Old 


New 


Old 


New 


Old 


New 


Old 


New 


1958 


-84 


-80 


25 


18 


86 


93 


27 


30 


1959 


17 


10 


78 


50 


-17 


-30 


78 


30 



Although these figures conceal larger relative differences in 
the quarterly figures, it will be seen that the new estimates 
are close to the old ones for the change between the begin- 
ning and end of 1958. For 1959, however, the new figures 
show a considerably smaller increase in the volume of 
stocks than previously. This was partly accounted for by 
a smaller increase in stocks of materials and fuel and to a 
larger fall in stocks of finished goods. More than half 
the difference, however, is due to a much smaller increase 
in work in progress on the new basis and results largely 
from the use in the new calculations, as described above, 
of a combined materials and labour cost index for adjusting 
the work in progress in some of the engineering trades and 
aircraft manufacture. Average weekly earnings rose 
considerably more in these trades in 1959 than in 1958 and 
as changes in earnings were not adequately reflected in the 
previous estimates, they over-estimated the rise in the 
volume of work in progress. 

Reliability 

The revised estimates are more soundly based and 
should be more reliable than theprevious estimates although 
it is, of course, impossible to assess the extent of the 
improvement. However, as will be clear from the above 
description, the difficulties of making accurate estimates 
are great and at a number of stages in the estimation, 
approximations and assumptions have to be made. By the 
nature of the basic data it is virtually impossible to obtain 
estimates of a high degree of accuracy in this field and the 
estimate in value of the physical changes in stocks should 
continue to be regarded as being subject to a fairly wide 
margin of error. 



in r 'X hlch se P a l rate stock figures are used m the estimates for materials and fuel (and the trades 

“ -Yneerina „ ^ d) • foU ? ws: . Wheat, cocoa and sugar (food trades); barley (drink); finished steel (mechanical 

engineering, shipbuilding and marine engineering, motor vehicles, other vehicles except aircraft, and metal goods n e s )■ raw cotton 
of cl0,h ' “•>! worsted trades); wood polp'tpaper ",SK 



rubber (rubber trade). 



Board of Trade and Central Statistical Office 
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APPENDIX 



Increases in stocks held by manufacturing industry 

a. at book value. 

b. at current prices. 
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Index numbers of output at 1954 factor cost 

In Table 14 of the National Income Blue Book for 1959 index numbers of output at 1954 factor cost were given 
and it was stated (page 66) that full details of the new weights and revisions made would be published in Economic 
Trends. 

With the reweighting on the new base the indicators have been re-examined to make use, where possible, of new 
sources of information. The tables in Appendix 2 give details of the weights and indicators grouped by the Orders 
and Minimum List Headings of the Standard Industrial Classification, 1958. The results of the revised calculation are 
shown in the table given below. 



Index numbers of output at 1954 factor cost 
1954 = 100 





1948 


1949 


1950 


1951 


1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 

(a) 


Agriculture, forestry and 
fishing 


84 


90 


92 


94 


97 


99 


100 


99 


105 


107 


106 


111 


Mining and quarrying . . 


91 


94 


95 


98 


99 


99 


100 


99 


99 


99 


94 


92 


Manufacturing . . 


77 


82 


88 


92 


88 


94 


100 


106 


106 


108 


107 


114 


Construction 


87 


91 


91 


87 


90 


96 


100 


100 


106 


106 


105 


111 


Gas, electricity and water 


69 


74 


80 


85 


88 


92 


100 


105 


110 


114 


119 


123 


Transport and communi- 
cation 


87 


89 


92 


96 


96 


98 


100 


102 


104 


104 


103 


106 


Distributive trades 


84 


89 


94 


91 


89 


94 


100 


104 


105 


108 


109 


115 


Insurance, banking and 
finance 


85 


87 


91 


91 


90 


93 


100 


104 


101 


106' 


110 


125 


Professional and scientific 
services 


83 


86 


90 


93 


96 


97 


100 


103 


107 


111 


115 


118 


Miscellaneous services . . 


102 


98 


97 


97 


97 


98 


100 


103 


103 


105 


108 


112 


Public administration and 
defence 


99 


96 


93 


98 


101 


102 


100 


98 


96 


94 


91 


88 


Ownership of dwellings . . 


96 


96 


97 


97 


97 


98 


100 


102 


104 


106 


107 


109 


Gross domestic product . . 


84-5 


87-6 


91-0 


92-9 


92-1 


95-8 


100-0 


103-6 


104-4 


106-3 


106-4 


111-6 



(a) Provisional. 



Measurement of gross domestic product 
The gross domestic product is the total of goods and 
services arising within the domestic economy. When 
measured at current prices there are three ways of arriving 
at this aggregate: — by aggregating (i) incomes, (ii) expen- 
ditures, (iii) products. When measured at constant prices 
only (ii) and (iii) are used. In the expenditure method the 
gross domestic product at constant prices is arrived at by 
aggregating the different forms of final expenditure^), 
measured at constant prices, and subtracting from this 
total, which is inclusive of imports, the total of imports of 
goods and services measured at constant prices. An 
alternative approach to measuring changes in the volume 
of the gross domestic product is by the production method. 
The sum of the net products of all industries is the gross( a ) 
domestic product; each industry’s net product is the value 
of its total output minus its input from other industries 
and from imports. It is with this alternative method that 
this article is concerned. 



Measurement of output at constant prices 
The conceptual and practical problems in using the 
output method to estimate changes in the gross domestic 
product are dealt with in National Income Statistics: 
Sources and Methodsff). The problems involved are 
different from those which arise in the deflated expenditure 
method and by the nature of the information available, 
the difficulties are formidable and have to be overcome by 
using devices of varying validity. There are many in- 
dustries where “ output ” is difficult to define (for example, 
the output of medical services or of public administration), 
and even more difficult to measure. The solutions adopted 
can be seen in the choice of indicators given in Appendix 2. 
Because there is not sufficient information to enable 
gross outputs and inputs, both at constant prices, to be 
directly measured, the method consists of using, as a rule, 
gross output indicators and net output weights. The 
results are presented in the form of index numbers where 
for each industrial order the net output (before providing 



(*) Final expenditure is the sum of: consumers’ expenditure, public authorities’ current expenditure, gross fixed investment, 
investment in stocks and exports. 

( a ) The aggregate is “ gross ” because depreciation has not been deducted. 

( s ) H.M.S.O. Chapter BI and Appendix IV. 
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for depreciation) in the base year is taken as 100. The 
index thus constructed is on the same lines as those used 
in the index of industrial production but apart from 
distribution, there is nothing comparable to a census of 
production so that the difficulty of allocating weights and 
measuring changes in outputs is considerably greater. 

The use of some measure of gross output as an indicator 
of net output carries with it an assumption that the ratio 
of gross to net output does not change. In the short period 
this may not necessarily be a source of serious error 
though clearly a very precise agreement cannot be expected. 
In judging the validity of the indicators chosen it should 
be borne in mind that in many cases they are the only ones 
available and have to be used despite their obvious short- 
comings. It follows that the results of the calculations are 
subject to the same limitations. 

Wherever possible the indicators relate to physical 
measures of output or value series deflated by suitable 
price index numbers. Where suitable indicators of this 
kind cannot be found employment series have been used; 
in some cases both output and employment series have 
been used with the weight divided between them. Where 
details are available wage and salary bills deflated by a 
suitable index of pay rates have been used instead of 
employment series. 

Revisions 

The main reasons for the changes from the previous 
calculation are: — 

(a) The inclusion of statistical series which were not 
previously available, for example, the volume of 
road goods transport. 

( b ) The loss of series previously used. 

(c) Changes in the Standard Industrial Classification. 
The classification by industries follows the revised 
classification issued in 1958. The new estimates 
•adhere more closely to the Standard Industrial 
Classification than was possible before but for 
convenience the National Income Blue Book 
practice of showing ownership of dwellings 
separate from “ Insurance, banking and finance ” 
has been followed. 

Weighting 

The starting point for the calculation of the weights is 
the contribution which each industry makes to the gross 
domestic product. These are shown in Table 16 of the 
National Income Blue Book, 1959, as the sum for each 
industry of wages, salaries and profit incomes (including 
depreciation and stock appreciation). Estimates for stock 
appreciation are deducted and the resulting figures are the 
estimated values of the net output of each industry in 1954. 

For most industrial orders outside those covered by the 
index of production the net output weights were sub- 
divided on the basis of Inland Revenue and other data on 
wages, salaries and profits and numbers employed. In the 
case of “ Transport and communication ” the further 
sub-division of railways, road passenger transport, air 
transport and postal services' was made on the basis of 
gross receipts and in the case of distribution on the basis 
of gross margins. 

The treatment of “ Insurance, banking and finance ” 
differs from that in other tables in the Blue Book. In the 
national income accounts interest paid by enterprises on 
money borrowed from financial concerns is included in 
the profits of these enterprises. It is not treated as an 



input from “ insurance, banking and finance ”. An 
adjustment is made in the Blue Book table to avoid this 
double-count; but the weight for “ insurance, banking and 
finance ” here includes interest. However, the sum of the 
weights of all industries is kept consistent with the gross 
domestic product by the deduction of the weight for net 
interest. The indicator is the combined output of the 
rest of industry. 



Notes on changes made in individual industries: comparison 
with Appendix IV of Sources and Methods 
Agriculture, forestry and fishing 

The new net output series for agriculture, full details of 
which were published in Economic Trends, March 1960, 
has been used. Estimates of depreciation have been 
added back to make the figures consistent with the defini- 
tion of gross domestic product. This new series has been 
used from 1954 onwards. For the years before 1954 the 
old series based on 1948/49 prices has been used. 

Transport and communication 

Railways: passenger-miles are now used as an indicator 
for London Transport instead of car-miles. Informa- 
tion on the collection and delivery services of British 
Railways has now been included. 

Road haulage contracting: the indicator formerly used 
(number of licences) has now been replaced by one 
measuring transport of goods by road in ton-miles. 

Sea transport: the activities of tanker, passenger and 
dry cargo shipping are now treated separately. For 
passenger and dry cargo shipping the indicators now 
used are gross receipts deflated, a change made possible 
by the annual enquiry of the Chamber of Shipping. 
This new indicator allows for changes in the pro- 
portion of cross-voyages in the total output of shipping. 
In the case of tankers it is not possible to use this 
method; the indicator used is total tonnage, less 
tonnage laid up, adjusted for changes in the average 
speed of the fleet. 

Air transport: the indicators for independent operators 
are now on the same basis as those for the corporations. 

General Post Office: physical measures of output have 
been used in place of deflated expenditure. 

Distributive trades 

The weights, both for Minimum List Headings wi thin 
the Order and for sub-divisions within the Mi nimum List 
Headings, are now derived from information on gross 
margins provided by the censuses of distribution for 1950 
an< ^. (The former covered both wholesaling and 

retailing; the latter retailing only.) The weights in the 
previous calculations were estimated before the results 
from the census of distribution for 1950 were available; 
the new weights, using this census and that for 1957, rest’ 
therefore, on a firmer and more systematic basis than 
formerly. Gross margins are not an exact measure of net 
output, since they are calculated by subtracting from total 
turnover purchases adjusted for stock changes, and other 
inputs, for example, rent, advertising, transport, have to be 
subtracted before net output is obtained. Gross margins 
are, however, the best available guide to net output and 
are used as weights in the calculation. Certain adjustments 
have to be made to the figures for gross margins in the 
census before they can be used. 

The indicators are broadly similar to those used in the 
previous calculations. A major change which it is hoped 
to make when the statistics become available, is the use 
of the volume series of retail sales as indicators for retail 
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distribution (and appropriate sections of wholesale 
distribution); in the meantime, interim indicators have 
been derived from the constant price consumers’ 
expenditure statistics. 

Insurance, banking and finance 
Series relating to hire purchase finance companies are 
now included. Stamp duties on land and houses, 
previously used as an indicator for the work of house and 
estate agents, can no longer be used since the lower 
limit for stamp duty is now so high as to make the series 
unrepresentative. It has to be assumed, therefore, that 
it moves with the rest of the Order. 

“ Real estate ” is included in this Order and is repre- 
sented by the stock of commercial and industrial buildings. 
As stated above, “ ownership of dwellings " is shown 
separately and is defined as the contribution to the gross 
domestic product made by the stock of dwellings and is 
measured by expenditure on rent at constant prices. 

Professional and scientific services 
Education: as before the weight is split between the 
number of teachers and pupils, but teachers’ 
salaries deflated are used as an indicator instead of 
the number of teachers. This makes allowance for 
changes in the composition of the teaching staff. 

Health services : a more detailed sub-divisipn than was 
previously possible of the weight allocated to health 
services provided by local authorities is now made 
and the number of indicators of output has been 



increased correspondingly. Defining an appropriate 
unit of output for the various hospital services provided 
has again produced difficulties that it has not been 
possible to solve satisfactorily. The weights allocated 
to mental hospitals and other hospitals have been 
amalgamated and a practice similar to that previously 
in use has been adopted. That is to say, the weight 
for hospital services has been sub-divided and indi- 
cators relating to aspects of the output have been 
allocated to the three sub-divisions. The output 
indicators used are: hospital staff employed, 

number of beds occupied and the number of out- 
patient attendances. The indicator of hospital staff 
employed has, however, been improved by using the 
deflated wage and salary bill. 

Miscellaneous services 

The main change here is in the coverage since under 
the new Standard Industrial Classification garages and 
shoe repairers are now included. 

Public administration and defence (}) 

Many government services are of a kind for which it is 
difficult to find generally acceptable definitions of a unit 
of output. For this reason employment indicators or 
some variant of them are applied throughout the sector. 

The indicators previously used for defence have been 
replaced by a more detailed calculation in which the 
numbers in each rank have been used. This same method 
has also been used in the case of police forces and the 
fire service. 



that this hiding. does not include those government and public sector activities that can be classified 
' "'ft 01 rdnancefactortes are m Manufacturing, the Post Office in Transport and communication and the 
National Health Service in Professional and scientific services. 



Central Statistical Office 
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Appendix 1 



Weights used in compiling index numbers of output at 1954 factor cost 



By S.I.C. Order 



XX Distribution 



I 


Agriculture, forestry, fishing 


483 


810. Wholesale 


369 


II 


Mining and quarrying 


359 


820. Retail 


660 


III-XVI 


Manufacturing 


3,567 


831. Dealing in coal, builders’ 
materials, etc 


108 


XVII 

XVIII 


Construction 


567 


832. Dealing in other industrial 
materials 


150 


Gas, electricity and water . . 


235 


XIX 


Transport and communication 


804 


XXI Insurance, banking and finance 




XX 


Distributive trades 


1,287 


*■ 860/1 Insurance 


155 


XXI 


Insurance, banking and finance . . 


553 


2 Banking 


128 


XXII 


Professional and scientific services 


724 


3 Finance t» 

4 Property owning and manag- )► 


270 


XXIII 


Miscellaneous services 


704 


ing f 




XXIV 


Public administration and defence 


635 








Ownership of dwellings 


343 


XXII Professional and scientific services 






Adjustment for net interest 




871. Accountancy 






—261 


872. Education 


234 




Total 


10,000 


873. Legal services 


75 








874. Medical and dental 


215 








875. Religion 


16 


By Minimum List Headings (excluding index of production 


879. Other 


126 



industries) 



I Agriculture, forestry, fishing 



1 . Agriculture and horticulture 


460 


2. Forestry 


8 


3. Fishing 


15 



Transport and communication 




701. 


Railways 


187 


702. 


Road passenger transport 


120 


703. 


Road haulage contracting 


107 


704. 


Sea transport 


135 


705. 


Port and inland water transport . . 


59 


706. 


Air transport 


22 


707. 


Postal services and telecom- 






munications 


146 


709. 


Miscellaneous 


28 



XXHI Miscellaneous services 



881. Cinemas, theatres, radio, etc. . . 


58 


882. Sport and other recreations 


18 


883. Betting 


25 


884. Catering, hotels, etc 


221 


j* 85 ' V Laundries and dry cleaning . . 
886. J 


52 


887. Motor repairers, garages, etc. . . 


109 


888. Repair of boots and shoes 


12 


889. Hairdressing and manicure 


31 


891. Private domestic service . . 


61 


899. Other services 


117 



XXIV Public administration and defence 

901. National government service . , 480 

906. Local government service . . 155 
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Appendix 2 



Indicators and weights used in the estimation of real output 



(1954=100) 



Standard Industrial Classification 




1 








s: 


— 




3S 




“ 


n 


2 

3 


Agriculture and horti- 
Fishing 


Net output of all types orhold- 

SSjMS nds:: :: 


<! 

(• 






ra-xvi 












wm 






Construction 












Transport and Com- 
















]Jg :: :: 


1) 

V 


N — 










JBP* ;; 


SSH 












i 










oiSS'" 4 " - 


;> 








703 








mbe, of passenger journeys. 






704 








AcU^o^adiusted for m- 










TST:: :: :: 

"Sif :: :: 


■129 • 




MB 






transport * ,er 





36 


of shipping in n< the e forefen 
trade and coastal trade. 






706 


Air transport 


Corporation and associate air- 
lines: 

Passenger traffic 

Mail traffic 

Freight traffic 

Independent airline's: 

Passenger traffic 

Freight traffic 


3 

11 

1} 

1 

3 


Number of net ton miles. 

Number of passenger miles. 
Number of short ton miles. 

Number of passenger miles. 
Number of ton miles. 

Total flights between the U.K. 
and abroad plus twice internal 
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Standard Industrial Classification 




Weight 

per 

10,000 






0,l.r 


Minimum 

List 

Heading 


Industry 


Activity 


Indicator 


Remarks 


XIX ^ 


707 


Postal services and tele- 
communications 


General Post Office: 
Postal services 


59 


Number of letters and parcels 

Number of money orders issued. 
Number of postal orders issued. 
Number of pensions and allow- 
ance forms paid. 

Number of inland telegrams. 
Number of overseas telegrams. 
Private wire rentals. 

Number of telex calls. 

Number of broadcast receiving 
licences issued. 

Number of exchange connections 
Number of trunk calls. 

Number of local calls. 

Number of international calls. 
Private wire rentals. 










Remittance services . . 
Counter services 


u 










Telegraph services . . 
Telephone services . . 


2 

3 
2 

' 19 
22 

4 










Cable companies 


3 


Number of telegrams bandied. 






709 


Miscellaneous transport 
services and storage 




28 


Numbers employed. 




XX 




Distributive Trades 












810 


Wholesale distribution 


Wholesale kinds of business 
supplying mainly retailers 

Merchant converters, wholesale 
dealers in petroleum products, 
wholesale dealers in paper and 

Export trade of merchants in 
this Minimum List Heading 


■369 • 


Volume of retail sales by cate- 

Volume of deliveries of appro- 
priate goods (for newsprint, 
consumption figures are used). 


No volume series of 
retail sales is at 
present available; as 
an interim measure 
indicators have been 
derived from the con- 










Volume of U.K. exports of 
appropriate categories of 


expenditure estimates. 




820 


Retail distribution 




660 


Volume of retail sales by cate- 


See note above in 
wholesale distribution. 




831 


Dealing in coal, builders’ 
materials, grain and 
agricultural supplies 


Coal merchants . . 

Builders* merchants 

Com, seed and agricultural 
merchants 


• 108 ■ 


Quantity of coal consumed by 
main classes of user. 

Index of industrial production 
for S.I.C. Order XVII (Con- 
struction). 

Quantity of fertilizers purchased 
by farmers. Quantity of 
feedingstuffs purchased by 
farmers. Quantity of Wheat 
and oats milled. Total arable 










Dealing in horses and livestock 




Numbers of livestock of appro- 
priate kinds. 

Indicators are mostly: 






832 


Dealing in other industrial 
materials and machinery 






(fi)quantities'consumed: but 












(iii) index numbers of pro- 

(iv) volume of imports; or 

(v) volume of exports. 




XXI 


860/1 


Insurance, Banking and 
Finance 

Insurance 


Life, insurance, ordinary 

Life insurance, industrial 
Accident insurance 
Fire insurance . , 

Marine, aviation and transit 
insurance 


26 

' 26 

L 27 
2 
27 

8 


Sums assured under policies in 
force deflated by consumer 
price index. 

Life and annuity funds held 
deflated by consumer price 
index. 

Funds held deflated by consumer 

Premiums paid deflated by con- 
sumer price index. 

Premiums paid less claims, 
deflated by price index of all 
capital goods including stocks. 

Premiums paid less claims, 
deflated by average value 
indices for imports and 


Including collecting 
societies. 








Motor vehicle insurance 
Miscellaneous insurance 


21 

18 


Premiums paid less claims, 
deflated by price index of 
vehicles. 

Premiums paid less claims, 
deflated by consumer price 






860/2 


Banking 


Services to depositors . . 
Financial services 


40 

40 

5 

L 43 


Number of cheques cleared . . 

Total deposits deflated by 
consumer price index. 

Amount remaining invested in 
Post Office Savings Bank and 
National Savings Certificates 
deflated by consumer price 

Bank advances, amount out- 
standing deflated by consumer 


^London Clearing 
British Bankers Associa- 
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Standard Industrial Classification 



Stockbroking 

Underwriting 



Other finance 
Estate agents, et 
Real estate Indus 



Accountants and audita 



Further education 
Universities 

Other educational services 
Lawyers’ court business 



Probate work 



Local authority health services 



Other medical services . . 



Religious organisations 



Sport and other recrea- 
tions 

Betting 

Catering, hotels, etc. 
Laundries and dry clean- 



Weight i 

10.000 I 






Mortgage advances deflated by 

Balance d ... 

deflated by house 
possession price inde:.. 

Total liabilities deflated by 
lber of bargains marki 
e Stock Exchange. 

New capital issues' deflated by 

Value of new^usfaf 
by durable goods | 

Balance of instalments owing 
deflated by durable i 
price index. 

A oS3er 1 : XXl! T ' OVe WUh " 

St^ ofcommerdal and i 



ods 



Representing land and 
buildings rented by 
business concerns and 
public authorities. 



Teachers’ salary bill deflated by 
index of salary rr — 

Number of pupils c 
Nursery, primary and special 
schools. 

Secondary schools. 
Unweighted average of st 
hours and teacher hou 
Full-time students plus one- third 

Number employed. 

Weighted a\ 
kinds of ca 
of Justice. 

Number of proceedings by 



Number of health vi 

Home helps: number of ca 

•'-‘-’wives: number of confine^ 



Ambulance services: mileage. 
Number of doctors in N.H.S. 
Weighted average of number of 



Number employed 
Number employed. 



Number of admissions. 
Weighted average of telev 
and sound licences curre: 

■ Receipts deflated. 



Number employed. 
Total expenditure a 



Number employed. 
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Statistics of construction 



Introduction 

About 1 i million men, over 6 per cent, of the total 
working population, are normally employed on construc- 
tion work of one kind or another. Most of the men are 
employed by private contractors, but many public 
authorities also maintain a permanent labour force 
primarily to carry out repair and maintenance work on 
the structures for which they are responsible. The pro- 
duction of new building and civil engineering works 
makes up two thirds of all construction activity. The 
labour force employed in this field is equivalent to about 
10. per cent, of the whole labour force in manufacturing 
industry. 

The industries also produce about 45 per cent, of the 
country’s annual investment in fixed capital and employ 
one third of their labour force on the perhaps no less 
important task of maintaining the existing capital assets. 

Most building and civil engineering projects are long 
term ones and many years may elapse between the decision 
to build and the completion of the project. It follows that 
the load of work on hand cannot be increased or decreased 
quickly. Public construction programmes, which in 1959 
accounted for about 60 per cent, of the construction labour 
force, have to be reviewed annually; recently the Govern- 
ment, recognising the long term nature of the programmes, 
has been arranging for an increasing number of authorities 
to prepare outline plans for longer periods to which 
provisional approval can be given. There must always 
be limits to what can be done in this way, but it is a 
prerequisite that the necessary statistical background 
should be available and up-to-date. 

On all these counts there is a strong need for statistical 
information about the activities of the construction 
industry. This article gives an account of the statistics 
available to measure short-term changes in activity and 
employment over the whole of the construction field, 
followed by a description of the methods used by the 
Ministry of Works to collect short-term statistics^) of the 
value of work done, of employment and of new orders. 

The statistics may be conveniently grouped under four 
heads: — 

(i) Output, including the statistics of the value of work 
done and of units of building produced. 

(ii) Employment, including numbers employed and 
unemployed. 

(iii) Future demand, including new orders and forecasts 
of expenditure and, finally, 

(iv) Other statistics, not primarily concerned with output 
and employment, including the wage and salary 
bills, the capital expenditure of the construction 
industries, etc. 

The figures available under each head are outlined in the 
paragraphs below. 



Output statistics 
Value of work done 

The construction industries (and the public authorities 
concerned) are included with the mining and manufacturing 
industries in the annual census of production taken by 



the Board of Trade and when a detailed census is taken 
every four or five years, figures of the value of work done 
are collected. In order to provide more recent and more 
frequent information, quarterly figures of the value of 
work done by contractors are collected by the Ministry 
of Works and analysed under the following heads: — 

(a) New Housing 

For public authorities. 

For private developers. 

(b) New Work (other than housing) for private developers 

Industrial building. 

Miscellaneous building, including shops, offices, 
churches, etc. 

(c) New Work (other than housing) for public authorities, 

including schools, power stations, roads, etc. 

Separate figures for repair and maintenance are provided 
under each of the three main heads but only a total is 
published. 

Similar figures are collected from public authorities 
employing their own labour force, but at less frequent 
intervals since their labour forces are more stable. A total 
figure for each quarter is published in the Monthly Digest 
of Statistics. 

Once every year an analysis is carried out under the 
above heads of the value of work done by each of the 
18 trades into which the industry is organised, including 
the three groups of main contractors— general builders, 
civil engineers, and building and civil engineers, and the 
15 groups of specialist contractors, including painters, 
electricians, heating and ventilating engineers, etc. 

The quarterly figures of the value of work done are 
used in calculating the index of production for the con- 
struction industries which is incorporated into the total 
index of industrial production. A description of the 
method of calculating the index is given in Studies in 
Official Statistics No. 7. 

The quarterly figures are of necessity often estimates 
of the value of the work done during the period because 
the contracts are frequently not completed, whereas the 
figures of total output given in the census of production 
returns are usually supplied after the annual accounts 
have been completed. Contractors are however used to 
making estimates of this kind, because the contract 
system of progress payments is based on them, and this 
is not likely to lead to other than minor differences in the 
two series of figures and would not of course affect changes 
from year to year. 

Capital expenditure 

In addition to the figures of the value of work done 
collected from contractors there are figures of capital 
expenditure on building available from the purchasers of 
capital goods. Whereas the output figures cannot be 
collected in much industrial detail, expenditure figures can 
be. Quarterly expenditure figures are collected from 
nationalised industries, government departments and a 
sample of local authorities; these public authorities 
together account for about half of fixed investment in 
buildings. Figures are also collected quarterly by the 
Board of Trade from a selection of private industrial and 



(1) Short-term statistics in this context a 
a year. 



: those collected more frequently than annually and covering shorter periods than 
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commercial firms and are published in the Board of Trade 
Journal. The Census of Production reports give annual 
figures of expenditure by the different industries and the 
National Income Blue Book contains a summary. 

Because of differences of definition, timing and coverage 
the two sets of figures differ, particularly the quarterly 
figures. Capital expenditure in a year may not relate 
exactly to work actually done in the year and, moreover, 
the Census of Production returns relate to varying financial 
years. Payments made in a quarter often differ consider- 
ably from work done in a quarter, particularly in the last 
quarter of the accounting year when they may include 
transfers from amounts held in suspense accounts during 
the year. In making his return of the value of work done 
the contractor has to judge for himself whether a particular 
job should be classed as new work or repairs. A further 
cause of discrepancy is the difficulty of distinguishing 
between expenditure on building and expenditure on plant 
and machinery. 

Housing statistics 

To assist in the determination of housing policy, 
statistics are collected monthly by the Ministry of Housing 
and Local Government by means of returns from local 
authorities. These returns, which are in terms of dwelling 
units, cover both the housing programme of the local 
authorities themselves and the houses built for private 
owners and developers. The figures, which include the 
number of dwellings started, under construction and 
completed, are published in the Monthly Digest of Statistics. 
A full description of the statistics available was published 
in Economic Trends No. 56 (June, 1958). 

Industrial building 

In order to provide power of control over the location 
of industry the Town and Country Planning Act, 1947, 
amended by the Local Employment Act, 1960, required the 
consent of the Board of Trade to the erection or extension 
of factory buildings of more than 5,000 sq. ft. Statistics 
of the number of industrial development certificates issued 
and the area of factory building covered by them are 
obtained as a result of these powers and they have enabled 
the Board also to compile statistics of factories started 
and completed. The figures are published in the Board 
of Trade Journal, the Monthly Digest of Statistics and 
Economic Trends. 



Employment statistics 
Monthly statistics 

In order to provide up-to-date information, figures are 
collected each month from contractors of the total number 
of operatives in their employment (a single figure) and in 
the months when the quarterly returns of value of work 
done are collected the employment figures are asked for 
under the same heads as those of the value of work done. 
Similar figures are available for public authorities. Most 
of these figures are published in the Monthly Digest of 
Statistics. 

Annual statistics 

In addition to the monthly figures there are two series 
of annual figures. The Ministry of Labour publishes each 
year in the February edition of the Ministry of Labour 
Gazette estimates of the number of employees. These 



figures are given separately for each industry, including 
construction, and cover the total working population (the 
unemployed are classified according to the industry in 
which they- were last employed). The statistics are based 
on figures provided by the Ministry of Pensions and 
National Insurance of the number of National Insurance 
cards exchanged. 

In order to provide the construction industries with 
information about the craft force and the number of boys 
employed as apprentices, the Ministry of Works also 
collects in September every year from contractors and from 
public authorities details of the labour force, both fully 
skilled men and apprentices, analysed by craft. The 
opportunity is taken with this return of obtaining figures 
of administrative, technical and clerical employees. These 
are collected on behalf of the Board of Trade and enable 
the Board to reduce the number of returns called for in its 
annual census of production enquiry. The figures are 
published in the Building Trade press. 



Unemployment and unfilled vacancies 

Separate figures of the number of unemployed workers 
and the number of unfilled vacancies in the construction 
industries are collected and published monthly by the 
Ministry of Labour as part of its normal series of 
employment statistics. 



Statistics about future demand 

New orders 

Many of the output series described above provide 
some guide to the future demand on the resources of the 
construction industries. For example, in the housing 
statistics the number of dwellings started and under 
construction is a guide at least to the immediate future 
and the number of local authority houses approved each 
month by the Ministry of Housing is a more forward 
looking guide. Similarly, the number of certificates issued 
for industrial development each month, although not an 
exact guide to the future demand for factory building, 
is a measure of the possibilities, while figures of the area 
of factory building started are a more exact guide to the 
current load and to the short term prospects. 

In order to provide more precise information, con- 
tractors are asked on the quarterly returns of the value of 
work done collected by the Ministry of Works, to supply 
the total value of orders for new work which they have 
obtained during the previous quarter. These figures are 
analysed under similar heads to the figures of the value 
of work done and are published in the Monthly Digest 
of Statistics and Economic Trends. 



Private housing 

Some builders undertake development on their own 
initiative. Most of the work of this nature is in the housing 
field where builders frequently put up a whole estate of 
houses, selling them as they go. As this activity represents 
a growing proportion of private house building, a special 
enquiry was initiated recently and the contractors con- 
cerned have been asked to state the total number of houses 
they expect to erect in this way during the coming twelve 
months. The enquiry is to be made half yearly: it is 
proposed to publish the figures. 
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Capital expenditure forecasts 

Industrialists and commercial firms are asked by the 
Board of Trade three times a year to make a forecast of 
the amount they expect to spend on capital goods during 
the coming twelve months; a separate forecast is provided 
for expenditure on building. These forecasts are published 
in the Board of Trade Journal. 

Information of a more qualitative nature about 
authorisations of future capital expenditure on building 
is provided by the enquiry undertaken every four months 
by the Federation of British Industries. The members of 
the Federation are asked, among other questions, to state 
whether they expect to authorise more or less expenditure 
on capital goods in the coming twelve months than in the 
previous period; separate forecasts are provided on 
building. A summary of the replies is published. The 
enquiry provides a valuable guide to changes in confidence 
in the business world. 

Public sector programmes 

Investment programmes for the public sector have been 
published in the last two Economic Surveys , giving separate 
figures for dwellings and other new buildings and works. 
A White Paper on public sector investment will be 
published this autumn covering programmes up to 1961-2 ; 
this also will give separate figures for dwellings and 
for building and works. 

The Royal Institute of British Architects collects 
quarterly, from a sample of its members in private practice, 
details of the value of new commissions for which they 
have been appointed architects. Most of this work is 
commissioned by private clients. In the initial stage 
sketch plans only are required and the projects may be 
subsequently postponed or cancelled. The figures, 
however, serve as a guide to the trend in future demand 
for new buildings in the field for which private architects 
are responsible. The building industry may expect to 
start on the work which finally goes through in about 
12-18 months from the time it is first placed with the 
architect. Reports are published in the Journal of the 
Institute. Additional information is now being collected 
about the value of new commissions as they enter the work- 
ing drawing stage. These figures should reflect more 
closely the amount of work likely to reach the builder. 
They will be published in due course. 

Quantity surveyors tend to come into the picture at a 
later stage than architects, when the working drawings 
are nearing completion, i.e. about 2 to 3 months before 
the job goes out to tender. The Royal Institution of 
Chartered Surveyors has recently begun to collect figures 
twice a year of the value of projects for which its members 
in private practice have been called in to provide cost 
advice and later to prepare bills of quantities. These 
figures should provide a valuable addition to the information 
already available on future trends. Projects are rarely 
cancelled once quantities are prepared and the figures 
should therefore serve as a closer guide to the volume of 
work contractors are likely to receive in the next few 
months. The figures are to be published in the Journal 
of the Institution. 

There will be some difference in the coverage of the 
architects’ and quantity surveyors’ figures. Many public 
authorities normally undertake their own design work, 
and also the preparation of bills of quantities. Design 
work may however be given to private architects when, 
for example, the load of work on the design team is 



unduly heavy. The preparation of bills of quantities is 
much more often let to private firms of quantity surveyors. 

Other statistics 

Apart from the statistics of the value of work done and of 
employment, the construction industries, in common with 
mining and manufacturing industries, make annual 
Census of Production returns. In addition, they take part 
in the half-yearly enquiries of the Ministry of Labour into 
the weekly earnings and hours of operatives and in the 
annual enquiry each October into the earnings of adminis- 
trative, technical and clerical workers. Figures of the 
total profits of the industries are published annually by 
the Board of Inland Revenue. 

In order to provide a guide to changes in the cost of 
construction work an index of costs is prepared by the 
Ministry of Works every quarter. Use is made of the 
figures collected from contractors in calculating the index. 
A description of the method of compilation was given in 
the Board of Trade Journal (12 th May, 1956) and the index 
is published in the Monthly Digest of Statistics. 

The statistical series referred to so far are all concerned 
with activity in this country. In addition, the Ministry 
of Works collects from contractors who work overseas 
figures of the value of new contracts they obtain every 
year, of the value of work they have done and of the 
value of work outstanding at the end of the period. 
Although not all the money included in the contract sum 
is transferred as currency to this country, the statistics 
provide a measure of the part the industry is playing in the 
export field. The figures are published in the Board of 
Trade Journal. 



Collection of the short term statistics 

The Ministry of Works, as the “ production authority ” 
for the construction industries, is responsible for collecting 
the short-term statistics of output, employment and new 
orders referred to above ; these are collected under the 
provisions of the Statistics of Trade Act, 1947. The 
figures come from two sources, from public authorities 
and from contractors. Some difficulties are experienced 
in defining the field to be covered by the statistics, more 
especially the field to be covered under separate heads, 
but the main problems arise in the collection of the 
statistics. There is always the problem of late returns 
and with the figures from contractors there is the additional 
problem of sampling in order to avoid having to ask 
each firm to complete a return each month, and the 
problem of maintaining a list of the appropriate firms. 
These problems tend to be accentuated by the nature of 
the industry. It is made up of nearly 100,000 firms 
(compared with 1 12,000 or so in manufacturing as a whole) 
and the firms are constantly changing: a large number 
of new ones are formed each year and a large number go 
out of business. The mobile nature of the work makes 
for frequent changes of address, particularly amongst the 
65,000 or so firms employing fewer than five operatives. 
The level of employment in individual firms is subject to 
frequent and substantial changes even from month to 
month. For example employment in some of the largest 
firms sometimes varies by as much as 4,000 men from 
month to month, apart from seasonal changes. 

List of contractors 

As a result of the war-time regulations which made it 
obligatory for firms undertaking operations on building 
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sites to register with the Department, a complete register 
of firms was available in 1954 when the current series of 
short-term statistics was started. This register had 
to be adjusted in order that the statistics could be brought 
into line with other national statistics which are defined in 
accordance with the Standard Industrial Classification and 
this meant the removal from the register of firms whose 
major activity was not construction. Since 1954 the pro- 
blem has been to maintain an up-to-date list of firms. 
This has been done in a variety of ways. The Department 
has received a good deal of assistance from the federations 
representing the industries, which have shown themselves 
aware of the value both to the contractors themselves 
and to the Government of providing an adequate back- 
ground of statistical information. Other sources are also 
used. For example the local employment exchanges of 
the Ministry of Labour also keep records of new firms 
and use is made of their lists. Telephone directories are 
searched and advertisements in the trade press by firms 
obtaining new contracts and also advertisements, especially 
in local papers, for new work, provide other sources. 
The register is maintained by the Ministry of Works in 
co-operation with the Board of Trade which requires it 
for sending out the returns for the annual census of 
production enquiry and the Board also provides informa- 
tion about new firms as a result of its own duties. By 
means of the information collected some 25,000 changes 
are made annually to the list of firms. 

Apart from these continuing sources of information, 
a special enquiry was undertaken in 1956 by the Govern- 
ment Social Survey to show whether the register showed 
any serious deficiencies. The survey covered a limited 
area only and the additions that had to be made to the 
register had no significant effect on the statistics. 

The collection of the statistics 

The sample used to obtain the monthly and quarterly 
statistics is based on information collected in April each 
year when every firm is asked to make a return of numbers 
employed and work done during the first quarter. Firms 
are then grouped according to the number of operatives 
they employ and a sampling fraction, designed to achieve 
the required precision with the smallest possible total 
sample, is calculated for each group. Returns are required 
every month from the larger firms but the small firms are 
changed every quarter. Since the sampling fraction is as 
low as 1 in 28 for the smaller firms, the majority have only 
to complete two returns a year, i.e. in April and September. 

The sample is so designed that the sampling error on the 
total employment and value of work done figures is most 
unlikely to be in excess of one per cent. The need to 
ensure reasonable accuracy in the more detailed figures, 
however, frequently necessitates a larger sample and 
consequently the sampling error for the totals is usually 
less than one per cent. About 18,000 firms are usually 



included in the quarterly return and these firms are 
responsible for nearly 80 per cent, of the employment 
and of the value of work done by the industries. 



Recent changes in output and orders 

Provisional figures of the value of work done during 
the second quarter of this year and of the value of orders 
for new work obtained during the period are included 
in this issue. 

In response to measures taken by the Government in the 
second half of 1958 to increase the amount of work in 
hand, output as measured by the official index of production 
for the construction industries (shown on page 3) rose 
fairly steadily throughout 1959 and reached a post-war 
record in the last quarter of the year. The value of work 
done then appeared to level off, but after allowing for 
holidays the figures for the second quarter are again at a 
record level. 

The changes in the value of new work done last year 
occurred mainly in the public sector in work other than 
housing, and in housing for private developers. The 
increase in work for public authorities was to some 
extent the result of Government measures. The most 
rapid increase this year was again in the value of work done 
on private housing which rose from £88 million in the 
first quarter to £99 million in the second quarter, a rise 
of about 9 per cent, (after allowing for price changes) 
and, in contrast with the previous year, in industrial 
building where the value of work done increased from 
£75 million to £83 million, a rise of about 7 per cent, 
(after allowing for price changes). 

Contractors obtained orders for new work to the value 
of £452 million during the second quarter of this year, 
rather lower than the value of orders obtained in the first 
quarter, but still higher than any of the figures reached in 
the previous year. The orders placed for new work other 
than housing for public authorities were lower in the 
second quarter than in the first, but these figures tend to 
fluctuate and in the first quarter of this year the inclusion 
of three exceptionally large contracts made the figure high. 
Although orders for new private houses fell in the second 
quarter they were higher than a year ago and the drop was 
less than in the same period last year: this suggests that 
the amount of work being put in hand is levelling off 
(rather than declining). Orders for private industrial 
building, which increased substantially in the first quarter 
of the year, increased from £82 million to £92 million in the 
second quarter. 

There is evidence that orders in the second quarter are 
usually seasonally low and if allowance is made for this 
and for the fluctuations in the public authority figures it 
would appear that total demand may still be rising: 



Ministry of Works 
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Employment in the public and private sectors of 
the economy in Great Britain 1949 to 1959 



In this note the number of persons employed in the 
public and private sectors of the economy in Great Britain 
is given for each of the years 1949 to 1959. The basis of 
the analysis is the mid-year manpower figures published 
by the Ministry of Labour. 



The coverage of the public sector used in the tables is 
the same as that of the Blue Book on National Income and 
Expenditure but the classification within the public sector 
is slightly different. The national accounts deal with 
financial transactions and the degree of financial indepen- 
dence is the main criterion used in the classification to 
distinguish between the central government and public 
corporations sectors. The central government sector 
accordingly includes bodies such as the Regional Hospital 
Boards, for whose activities a Minister of the Crown is 
accountable to Parliament and which are subject to detailed 
fi n a nc ial control; similarly, the Metropolitan Police and 
the United Kingdom Atomic Energy Authority are treated 
as part of central government. For manpower statistics, 
however, it is considered more useful to restrict the central 
government sector to the narrower definition shown in the 
Appendix. With the change to the new Standard 
Industrial Classification the year 1959 is the last year for 
which the industrial analysis of employment in the public 
and private sectors can be compared with the year 1949. 



During the interval covered certain organisations have 
been created and others have been transferred from one 
sector to another. The dates at which these changes took 
place are indicated in the Appendix. There are also a 
number of partial transfers affecting the employment 
aggregates; these include the partial transfer of Cable and 
Wireless Ltd. to the Post Office in 1950, the transfer of 
opencast coal from the Ministry of Fuel and Power to the 
National Coal Board in 1952, the denationalisation of 
iron and steel which began in 1953 and which is not yet 
complete, and the progressive nationalisation of road 
haulage undertakings up to 1952 and their subsequent 
progressive denationalisation which was substantially 
completed by the end of 1956. 



Table 1 shows the distribution of employment by sector 
at the beginning and the end of the period. In the extractive 
industries the chief employer in the public sector is the 
National Coal Board. Manufacturing and construction 
is mainly in the hands of the private sector; the propor- 
tions in central government and local government are 
each about 1 per cent.; the proportion in other public 
undertakings rose to a peak of nearly 5 per cent, in 1953 
when the Iron and Steel Corporation of Great Britain 
was at its maximum size. Throughout the period public 
utilities were chiefly in the public sector, the Post Office 
being a central government activity and gas and electricity 
authorities being in other public undertakings; most of 
the water supply authorities are under local government, 
while transport activities are shared between local govern- 
ment, other public undertakings and the private sector. 
Although most of the social services are in the public 
sector, the distributive trades and miscellaneous services 
such as entertainments, catering and hotels put the 
preponderating part of “ other services ” into the private 
sector. 



In general changes in the proportions employed in the 
different sectors have not been very great over the period. 
Figures and percentages are set out year by year in Table 2 
from which it can be seen that roughly one-quarter of the 
working population was engaged in the public sector and 
three-quarters in the private sector. 

Central Government: civil employment 

Over the period employment has fallen by 164 thousand 
persons and the percentage of total employment has fallen 
from 5-4 to 4-3. Much of this fall is in the departments 
connected with trade and industry where the abolition 
of war-time controls reduced the size of the staffs required. 
The transfer of atomic energy from the Ministry of Supply 
to the United Kingdom Atomic Energy Authority in 1 954 
also contributed to the reduced size of the central govern- 
ment sector. Detailed tables of the many smaller changes 
in the industrial and non-industrial staff in the Civil 
Service are given each year in the Annual Abstract of 
Statistics. 

Central Government: Armed Forces and Women's Services 

Apart from the interruption during the Korean war, the 
gradual reduction in the size of the Armed Forces and 
Women’s Services over the whole period can be seen in 
Table 2. In 1952 over 3f per cent, of the working popula- 
tion was enlisted in the Armed Forces and Women’s 
Services, whereas at the end of the period it had fallen 
below 2k per cent. 

Local government 

Both the percentage of total employment and the number 
of persons employed by local government authorities 
have risen fairly steadily throughout the period. The 
increase is principally due to the expansion of the social 
services, particularly health and education. 

Other public undertakings 

The nationalisation of iron and steel in 1951 is the chief 
cause of the increase in the figures in that year, while its 
progressive denationalisation from 1953, when the assets 
of the Iron and Steel Corporation of Great Britain were 
transferred to the Iron and Steel Holding and Realisation 
Agency, is a contributory factor to the decline in the 
figures from that year onwards. 

Among the other larger authorities in this part of the 
public sector movements have been as follows : — 

National Coal Board. Employment, which was 
relatively stable between 1952 and 1957, fell in 1958 
and again in 1959 when the Board, faced with the 
need to curtail output, allowed natural wastage to 
outrun recruitment. 

British Transport Commission. There was an 
increase in employment in British Road Services up 
to 1951, attributed to the acquisition of undertakings 
by the Road Haulage Executive, and a decrease 
between 1953 and 1956 attributed to the disposal of 
undertakings under the denationalisation programme. 

In all the other activities of the British Transport 
Commission taken together, employment declined 
almost continuously. During the period covered. 
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employment in British Railways fell by nearly 100 
thousand (over 1 5 per cent.) and in London Transport 
by 20 thousand (over 20 per cent.). 

Electricity Authorities, In these authorities (which 
include the Scottish Boards) employment expanded 
steadily from 160 thousand in June 1949 to 200 
thousand in June 1959. 

Hospital Boards. Employment expanded rapidly 
throughout the period, the total increase being of the 
order of 130 thousand. After making allowance for 
the duplication of appointments among the pro- 
fessional staffs it is estimated that the Boards were 
employing over half a million persons towards the 
end of the period. 

Gas Council and Area Gas Boards. There was some 
expansion in numbers employed up to 1952 followed 
by a decline of slightly over 12 per cent, between 
1952 and 1959, the decline reflecting the closing of 
smaller works with a high labour requirement and 
their replacement by modern plant. 



British Broadcasting Corporation. During the 
period employment rose by 40 per cent, to 16 thousand 
at the end of March 1959. The period covered by 
these figures is roughly coincident with that during 
which the post-war television services were developed. 



Private sector 

The whole of the 51 per cent, growth in the total working 
population in employment took place in the private sector 
which increased by 1,262 thousand persons ( Ji per cent.). 
Manufacturing and construction gained 824 thousand 
persons while other services gained 591 thousand persons, 
a smaller absolute but proportionately greater increase, 
most of which accrued to the distributive trades. Employ- 
ment in agriculture and mining declined by 138 thousand 
(chiefly in agriculture) and there was also a small decline 
in private transport. These gains and losses were primarily 
caused by expansion and contraction in private industry, 
transfers of undertakings from or to other sectors being a 
secondary and relatively unimportant factor. 
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Appendix 

Principal organisations in the public sector 



Central Government 
Royal Households 
Houses of Parliament 
Courts of Justice 
College of Arms 

Duchies of Cornwall and Lancaster 
Civil Service Establishments (industrial and non- 
industrial) 

Armed Forces and Women’s Services 
Navy, Army and Air Force Institutes 
County Agricultural Executive Committees’ industrial 
employees (not in Civil Service until 1952) 



Local Government 

Local authorities trading and non-trading activities 
including police, fire service, education, etc. 

Water Boards 

New Town Development Corporations 



Other Public Undertakings 
British Broadcasting Corporation 
British Council 

Scottish Special Housing Association Ltd. 

National Service Hostels Corporation Ltd. (until 1956) 

Central Electricity Authority and Area Boards 

South of Scotland Electricity Board 

North of Scotland Hydro Electric Board 

Bank of England 

Remploy Ltd. 

Airways Corporations 
National Coal Board 
Cable and Wireless Ltd. 

National Dock Labour Board (Administration only) 
Raw Cotton Commission (until 1954) 

British Transport Commission 
Hospital Boards 

Gas Council and Area Gas Boards 
Festival Gardens Ltd. (from 1951 to 1952) 

Iron and Steel (nationalised sector) (from 1951) 

United Kingdom Atomic Energy Authority (from 1954) 

Independent Television Authority (from 1954) 

Sugar Board (from 1957) 
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Employment in public and private sectors by industry group( l ) 



At June 1949 

TABLE 1 Thousands and percentages 





Total 


Public sector 


Private sector 


Total 


Central 

government 


Local 

government 


Other public 
undertakings 








per 




per 




Per 




per 




per 


Total working population in em- 






cent. 




cent. 




cent. 




cent. 




cent. 


ployment 


22,511 


5,788 


25-7 


1,972 


8-8 


1,384 


6-1 


2,432 


10-8 


16,723 


74-3 


H.M. Forces and Women’s Services 


770 


770 


1000 


770 


100-0 


- 


- 


- 


- 


- 


- 


Total in civil employment 


21,741 


5,018 


23-1 


1,202 


5-5 


1,384 


6-4 


2,432 


11-2 


16,723 


76-9 


Agriculture and mining 


2,051 


850 


41-5 


65 


3-2 


_ 


_ 


785 


38-3 


1,201 


58-5 


Manufacturing and construction 


9,737 


340 


3-5 


121 


1-3 


70 


0-7 


149 


1-5 


9,397 


96-5 


Public utilities (transport, gas, 
























etc.) 


2,115 


1,501 


710 


313 


14-8 


138 


6-5 


1,050 


49-7 


614 


29-0 


Other services 


7,838 


2,327 


29-7 


703 


9-0 


1,176 


15-0 


448 


5-7 


5,511 


70-3 



At June 1959 

Thousands and percentages 





Total 


Public sector 


Private sector 


Total 


Central 

government 


Local 

government 


Other public 
undertakings 








per 




per 




per 




per 




per 


Total working population in em- 






cent. 




cent. 




cent. 




cent. 






ployment 


23,762 


5,777 


24-3 


1,603 


6-7 


1,644 


6-9 


2,530 


10-7 


17,985 


75-7 


H.M. Forces and Women’s Services 


565 


565 


100-0 


565 


100-0 


- 


- 


- 


— 


- 


- 


Total in civil employment 


23,197 


5,212 


22-5 


1,038 


4-5 


1,644 


7-1 


2,530 


10-9 


17,985 


77-5 


Agriculture and mining 


1,822 


759 


41-6 


15 


0-8 


_ 


_ 


744 


40-8 


1,063 


58-4 


Manufacturing and construction 


10,678 


457 


4-3 


136 


1-3 


103 


1-0 


218 


2-0 


10,221 


95-7 


Public utilities (transport, gas, 
























etc.) 


2,050 


1,451 


70-8 


338 


16-5 


123 


6-0 


990 


48-3 


599 


29-2 


Other services 


8,647 


2,545 


29-4 


549 


6-3 


1,418 


16-4 


578 


6-7 


6,102 


70-6 



0 Part-time employees are counted as full units. Industries are classified according to the Standard Industrial Classification , 
1948. Other services comprise Orders XX to XXIV, Distributive trades, Insurance, Banking and Finance, Public 
Administration and Defence (except for H.M. Forces and Women’s Services which are shown separately). Professional 
services and Miscellaneous services. 
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Numbers employed, by sector (*) 

Great Britain 

TABLE 2 Thousands 





1949 


1950 


1951 


1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 


Total working population in em- 
ployment 


22,511 


22,683 


23,041 


22,991 


23,103 


23,443 


23,736 


23,910 


23,947 


23,694 


23,762 


Total public sector 


5,788 


5,724 


6,167 


6,298 


6,282 


6,187 


6,029 


5,992 


5,946 


5,846 


5,777 


Central government 
Civilian sector 


1,202 


1,141 


1,136 


1,151 


1,135 


1,127 


1,101 


1,105 


1,076 


1,052 


1,038 


Armed Forces and Women's 
Services 


770 


690 


827 


872 


865 


839 


803 


761 


702 


614 


565 


Total central government 


1,972 


1,831 


1,963 


2,023 


2,000 


1,966 


1,904 


1,866 


1,778 


1,666 


1,603 


Local government 


1,384 


1,419 


1,415 


1,431 


1,446 


1,464 


1,493 


1,531 


1,568 


1,598 


1,644 


Other public undertakings 


2,432 


2,474 


2,789 


2,844 


2,836 


2,757 


2,632 


2,595 


2,600 


2,582 


2,530 


Total private sector 


16,723 


16,959 


16,874 


16,693 


16,821 


17,256 


17,707 


17,918 


18,001 


17,848 


17,985 



Expressed as percentages 





1949 


1950 


1951 


1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 


Total working population in em- 
ployment 


1000 


100-0 


1000 


100-0 


1000 


1000 


100-0 


1000 


100-0 


100-0 


1000 


Total public sector 


25-7 


25-2 


26-8 


27-4 


27-2 


26-4 


25-4 


25-1 


24-8 


24-7 


24-3 


Central government 
Civilian sector 


5-4 


5-0 


4-9 


















Armed Forces and Women's 
Services 


3-4 


3-1 


3-6 


3-8 


3-7 


3-6 


3-4 


3-2 


2-9 


2-6 


2-4 


Total central government 


8-8 


81 


8-5 


8-8 


8-6 


8-4 


80 


7-8 


7-4 


7-0 


6-7 


Local government 


6-1 


6-2 


6-2 


6-2 


6-3 


6-2 


6-3 


6-4 


6-5 


6-8 


6-9 


Other public undertakings 


10-8 


10-9 


12-1 


12-4 


12-3 


11-8 


1M 


10-9 


10-9 


10-9 


10-7 


Total private sector 


74-3 


74-8 


73-2 


72-6 


72-8 


73-6 


74-6 


74-9 


75-2 


75-3 


75-7 



(*) Part-time employees are counted as full units. 
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Reprinted from Economic Trends, January 1961 



The financing of the public sector deficit, 1952 to 1959 



The annual receipts by the public sector from taxation, 
other regular forms of income and certain capita! items have, 
in the period 1952-59, been insufficient to meet the public 
sector’s expenditure on current and capital account in total. 
This note deals with the ways in which this deficit has been 
financed. 

The deficit is met by the sale of the various forms of 
financial assets which consist mostly of the different kinds 
of public sector debt. The public sector in this note is 
defined as in the national income Blue Books and comprises 
the Central Government (including the National Insurance 
Funds and the Issue Department of the Bank of England), 
local authorities and public corporations (including the 
Banking Department of the Bank of England). It is thus 
wider than the field covered by the Exchequer financing 
tables published in the Monthly Digest of Statistics .(i) 

Transactions between the Central Government, local 
authorities and public corporations are eliminated w hen 
showing the transactions for the public sector and so the 
tables show the sales of financial assets by the public sector 
as a whole to the rest of the economy (the private sector) 
and to overseas residents. In the national income Blue 
Books the private sector is further divided into two main 
sectors — persons and companies — but for the purposes of 
the present analysis of financial statistics it is more con- 
venient to distinguish between a banking sector (as defined 
below) and the rest of the private sector. This necessarily 
obscures some important differences in behaviour between 
companies, sole traders, partnerships and private individuals 
and, indeed, between financial and non-financial institutions, 
but for the period covered by the tables the available 
statistics would not in any event allow a finer sub-division. 

Three tables are given in this note. Table I summarises 
the savings and capital formation of the public and private 
sectors of the economy showing as a balancing item for 
each sector the net acquisition of financial assets and net 
investment abroad. The balancing item for the public 
sector is negative, representing a deficit that is met by the 
net sales of financial assets, that is. sales less purchases 
and repayments. The term sale of financial assets as used 
in this note and the national income accounts includes all 
forms of borrowing and similarly, the term acquisition of 
financial assets covers all forms of lending. Table II 
analyses the net sales of financial assets by the public sector 
by type of asset. Table III shows the acquisition of financial 
assets by the other sectors corresponding to the net sales by 
the public sector. Figures have been shown in the tables 
to the nearest million but this does not imply that they can 
all be regarded as accurate to the last digit. 

The following paragraphs give further notes on these 
tables. 

Table I 

Table I is based on Table 47( 2 ) of the national income Blue 
Book , 1960 (the financing of investment) which shows for 
rather more sectors the relationship between savings and 
investment. Information is not available at present to 
make possible a separation of the transactions in financial 
assets and non-financial assets on overseas account, so 
that the balancing item in the table is only available on 
the basis of the net acquisition of financial assets plus net 
investment abroad. The residual error shown in the 
accounts arises from the difference between the national 
income as estimated from expenditure data and the estimate 
from income data. This difference is carried forward into 



the investment and savings account in Table I (the estimates 
for savings being those for income less current expenditure). 
The table shows that the private sector has, on balance, 
acquired financial claims on the public and overseas sectors 
and that the United Kingdom in total has usually been a 
net investor abroad. 

Table II 

Table II shows for the public sector its net sales of financial 
assets by type. Fuller notes on the definitions of various 
items are given in the annex to this note. The residual 
item in this table consists mainly of transactions in financial 
assets for which information is not available, the main item 
being the changes in cash balances. It is not possible to 
give in this table detailed information on the form of local 
authority borrowing, but an analysis of the composition of 
the outstanding loan debt of local government authorities, 
as at 31st March (other dates for Scotland) for 1955, 1958 
and 1959 was published in Economic Trends, June 1960. 
As announced by the Chancellor of the Exchequer in the 
House of Commons on the 29th November, 1960, further 
information is to be sought from 1961 onwards on the form 
and sources of local authority borrowing. 

Table IH 

Table III shows the net acquisition by other sectors of 
the various types of financial assets sold by the public sector. 
The financial assets are mostly liabilities of the public 
sector (such as Treasury bills or local authority debt) but 
also include gold, which is treated as a financial asset, and 
some liabilities of other sectors such as foreign exchange 
reserves and the deposit liabilities of banks. Any one sector 
may acquire such assets either directly from the public 
sector or from any other sector. The total net acquisitions 
of each type of financial asset by all the other sectors in any 
given period is equal to the net sales of that type of financial 
asset by the public sector. Thus, for example, the net 
acquisition of British government securities in 1955 by the 
private sector, as shown in Table III, exceeded the net sales 
of such securities by the public sector as shown in Table II. 
In that year however there was a compensating negative 
figure for the net acquisition of British government secur- 
ities by the Radcliffe banks and the identified overseas holders 
in total. 

The banks for which information is available are those 
banks (including discount houses) which provided statistical 
information to the Committee on the Working of the 
Monetary System (the Radcliffe Committee), and for con- 
venience these banks are designated the “Radcliffe” banks 
in this note. Further details of the banks covered are 
given in the annex to this note. Figures for these banks 
cover a very large proportion of the total banking business 
done in the United Kingdom but there are a number of 
important banks, in particular the United Kingdom banking 
offices of certain overseas banks, which are not covered by 
the statistics. The statistics for the transactions of these 
other banks have, therefore, unavoidably been included in 
the figures for the private sector (excluding banks) in the 
table. 

General 

The above tables deal with the financing of the public 
sector deficit. A complementary study of the investment 
of the financial surplus of the private sector (excluding the 



l 1 ) An article on these tables appears in the October 1959 issue of Economic Trends , and notes on the revised form of the tables were 
published in the July 1960 issue of the Monthly Digest of Statistics. 

( 2 ) Adjusted to take account of subsequent changes in the stocks and balance of payments figures shown elsewhere in this issue of 
Economic Trends. 



69 

Printed image digitised by the University of Southampton Library Digitisation Unit 



banks but including unidentified overseas holders) is given 
in the Quarterly Bulletin for December 1960 published by 
the Bank of England. The definition of the banking sector 
adopted in the latter study comprises the Radcliffe banks 
and the Banking Department of the Bank of England whereas 
in the present study the figures for the Banking Department 
are included in the public sector aggregates. 

The two studies together do not provide a complete 
picture of the net acquisition of financial assets by the public 
sector, the Radcliffe banks, the rest of the private sector and 



the overseas sector, even for those types of financial assets 
identified in the tables. This is because first, the information 
on the net acquisition of financial assets by the overseas 
sector from the United Kingdom sectors is limited to certain 
identified items and. secondly, the total net acquisition of 
financial assets by the Radcliffe banks is not covered by 
either study. 
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Investment and savings 



TABLE I 



million 





1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 


















836 




638 


540 


515 


683 


688 








159 


165 


183 


184 










Capital transfers 


-55 


-62 


-50 


-72 










Funds available for investment 


742 


643 


648 


795 


793 


965 


1,023 


1,001 


Investment in real assets at home( 2 ) 


1,295 


1,340 


l.lll 


1,211 


1,387 


1,495 


1,512 


1,584 














-530 


-489 


-583 


plus net investment abroad( 5 ) 


-553 


-697 


-463 






Total investment 


742 


643 


648 


795 


793 


965 


1,023 


1,001 
















2,952 


3,252 




1,587 


1,950 


2,118 


2,372 


2,863 






-159 


-165 


-183 


- 184 


-166 








Capital transfers 


90 


89 


61 


86 










Funds available for investment 


1,518 


1,874 


1,996 


2,274 


2,772 


2,879 


2,828 


3,089 


Investment in real assets at home ... 


892 


1,177 


1,563 


1,937 


2,048 


2,204 


2,135 


2,225 


Net acquisition of financial assets 














693 




plus net investment abroad 


626 


697 


433 








864 


Total investment 


1,518 


1,874 


1,996 


2,274 


2,772 


2,879 


2,828 


3,089 






















2,225 


2,490 


2,633 


3,055 


3,551 








Residual error 


154 


179 


234 


- 13 


62 


84 




-142 


Total savings 


2,379 


2,669 


2,867 


3,042 


3,613 


3,924 


3,991 


3,946 


Capital transfers from abroad 


35 


27 








4 


1 




Funds available for investment 


2,414 


2,696 


2,878 


3,056 


3,627 


3,928 


3,992 


3,948 


Net acquisition of financial assets 




















73 




-30 


-79 


130 


145 


204 




Residual error 


154 


179 


234 


-13 




84 


141 


- 142 




227 


179 


204 


-92 


192 


229 


345 


139 


Investment in real assets at home ... 


2,187 


2,517 


2,674 


3,148 


3,435 


3,699 


3,647 


3,809 


Total investment 


2,414 


2,696 


2,878 


3,056 


3,627 


3,928 


3,992 


3,948 



(1) Savings, after providing for stock appreciation but before providing for depreciation and tax, dividend and interest reserves. 

( 2 ) Gross fixed capital formation at home plus the value of the physical increase in stocks and work in progress. 

(3) Equals the sales of financial assets (net) by the public sector as shown in Tables II and III apart from the change in sign. 

(4) Equal to the balance of payments surplus on current account as defined in the white papers on the balance of payments. 
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Net sales of financial assets by the public sector 



TABLE II £ million 



Type of financial asset 


1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 


Sale of assets or increase in liabilities ( + ) 
Identified items 
Notes and coin in circulation 


100 


87 










42 


85 


Deposits with the Bank of England ... 


- 23 


6 


29 


- 37 


41 


- 38 


- 7 


86 


Treasury bills ... 


338 


304 


65 


191 


- 179 


19 


47 


96 


British government and government 
guaranteed securities 


326 


500 


61 


99 


38 


- 31 


129 


-304 


Treasury deposit receipts 


119 


_ 












_ 


Tax reserve certificates 


- 64 


32 


103 


84 


- 17 


5 


23 


- 25 


National savings 


99 


- 71 


48 


4 


23 


41 


174 


364 


Local authority debt (excluding bank 
advances and loans) 


42 


134 


162 


63 


370 


353 


343 


368 


Borrowing on bank advances and loans 


19 


- 23 


75 


-132 


76 


- 42 


70 


40 


Iron and steel disposals for cash 




12 


65 


57 


28 


47 


3 


2 


Miscellaneous home receipts 


24 


- 5 


10 


8 


25 


- 21 


43 


32 


Foreign reserves 


202 


-231 


-168 


230 


- 39 


- 24 


-271 


136 


Inter-government loans 




- 31 


- 20 


- 53 


- 51 


72 


- 45 


- 1 18 


Loans from certain non-territorial 
organisations 




- 57 


- 44 


- 2 


191 


- 13 


- 26 


- 159 


Miscellaneous overseas receipts 


3 


- 7 


- 13 


- 8 


30 


- 22 


- 2 


50 


less Loans for house purchase 


- 17 


- 20 


- 32 


- 50 


- 50 


- 33 


- 27 


- 33 


Advances by the Bank of England 
to discount houses 


- 1 


5 


- 50 


- 9 


25 


23 


3 


- 21 


Trade and hire purchase debt at 
home (net) 


- 13 


- | 


- 42 


- 15 


32 


19 


- 12 


- 7 


Total of identified items 


718 


634 


375 


398 


585 


481 


487 


592 


Changes in cash balances and unidenti- 
fied items 


-165 


63 


88 


18 


9 


49 


2 


- 9 


Sales of financial assets (net) (') 


553 


697 


463 


416 


594 


530 


489 


583 



(i) Includes a small amount of net investment abroad in real fixed assets. 
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Financing the public sector deficit: analysis by sectors acquiring assets 



Net changes 



TABLE 111 £ million 



Type of financial asset 


1952 


1953 


1954 


1955 


1956 


1957 


1958 


1959 


Sale of assets or increase in liabilities ( — ) 


















Radcliffe banks 


















Cash and balances at Bank of England 


19 


- 9 


31 


- 3 


5 


30 


- 14 


46 


Treasury bills 

Treasury deposit receipts 

British government and government 


512 

-108 


75 


-III 


99 


-128 


217 


- 190 


31 


guaranteed securities 


220 


260 


109 


-403 










Advances and loans to public sector 
less Advances by the Bank of England 


19 


- 23 


75 


-132 


76 


- 42 






to discount houses 


- 1 


5 


- 50 


- 9 


25 


23 


3 


- 21 


Total of above items 


661 


308 


54 


-448 


- 81 


196 


13 


-322 


Identified overseas items 


















Foreign reserves 

Official overseas holdings of Treasury 


202 


-231 


-168 


230 


- 39 


- 24 


-271 


136 


bills 

Official overseas holdings of British 
government and government 


-310 


208 


- 48 


- 60 


- 34 


-106 


70 


67 


guaranteed securities 


- 74 


35 


1 17 


107 










Inter-government loans 

Loans from certain non-territorial 




- 31 


- 20 


- 53 


- 51 


72 


- 45 


-118 


organisations 


— 


- 57 


- 44 


- 2 


191 


- 13 


- 26 


-159 


Miscellaneous overseas receipts 


3 


- 7 


- 13 


- 8 


30 




- 2 


50 


Total of above items ... 


-179 


- 83 


-176 


214 


114 


-112 


-459 


10 


Private sector(') 


















Noces and coin 


72 


1 10 


128 


96 


74 


54 


51 


134 


Treasury bills 

British government and government 


136 


21 


224 


152 


- 17 


- 92 


167 


- 2 


guaranteed securities 


180 


205 


-165 


395 


80 


20 


170 


80 


Tax reserve certificates 


- 64 


32 


103 


- 84 


- 17 


5 


23 


- 25 


National Savings 


- 99 


— 71 


48 


4 


23 


41 


174 


364 


Local authority debt 


42 


134 


162 


63 


370 


353 


343 


368 


Iron and steel disposals 




12 


65 


57 


28 


47 


3 


2 


Other identified receipts( 2 ) 


- 1 


- 13 


6 


14 


29 


- 17 


41 


23 


less Loans for house purchase 

Trade and hire purchase debt at 


- 17 


- 20 


- 32 


- 50 


- 50 


- 33 


- 27 


- 33 


home (net) 


- 13 


- 1 


- 42 


- IS 


32 


19 


- 12 


- 7 


Total of above items 


236 


409 


497 


632 


552 


397 


933 


904 


Changes in cash balances and other 


















unidentified items 


-165 


63 


88 


18 


9 


49 


2 


- 9 


Sales of financial assets (net) by the 


















public sector 


553 


697 


463 


416 


594 


530 


489 


583 



(■) Excluding Radcliffe banks; including unidentified overseas items. 

( 2 ) Miscellaneous receipts in Table II less reduction in Treasury deposit receipts held by other than Radcliffe banks and 
decrease in deposits with the Bank of England (other than deposits by the Radcliffe banks). 
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Annex 

Additional notes on the definitions and sources of information used in the tables 



The definitions of sectors 

Public sector 

This comprises the Central Government, local authority 
and public corporation sectors as defined in the national 
income Blue Books. It includes the Bank of England (both 
Issue and Banking Departments). Detailed definitions of 
the sectors are given in National Income Statistics: Sources 
and Methods. (H.M.S.O. 1956). 

Radcliffe banks 

These are the banks (including discount houses) in the 
private sector which provided data more frequently than 
annually to the Radcliffe Committee and which now publish 
current figures on a similar basis. Included are the 
London clearing banks, the Scottish banks, offices in Northern 
Ireland of the members of the Northern Ireland Bankers' 
Association, accepting houses which are members of the 
Accepting Houses Committee, discount houses which are 
members of the London Discount Market Association and 
certain ‘overseas banks', that is. the offices in the United 
Kingdom of the members of the British Overseas Banking 
Association, the American banks in London and members 
of the Foreign Banks and Affiliates Association. The list 
of the individual banks covered by the figures up to 1958 
is given in Volume II of the Memorandum of Evidence to 
the Radcliffe Committee. The figures for 1959 for the 
British Overseas Banking Association include those for new 
members [Lloyds Bank (Foreign) Ltd. and the Ghana 
Commercial Bank]. 

Overseas sector 

This is defined as in the balance of payments white papers. 
It consists of overseas governments and public authorities; 
persons, companies and other bodies whose permanent or 
registered address is outside the United Kingdom, including 
branches located outside the United Kingdom of United 
Kingdom registered companies. Only the identified over- 
seas items are shown separately in Table III. 

Private sector 

This comprises the personal and company sectors as 
defined for national income purposes. In particular, it 
includes a number of United Kingdom banks apd banking 
offices in the United Kingdom of overseas banks, not 
included in the Radcliffe banks. It is not possible to 
separate in Table III the figures for the unidentified overseas 
items from those for the private sector excluding the Rad- 
cliffe banks, and in these additional notes the Private sector 
covers, therefore, the private sector excluding the Radcliffe 
banks but including unidentified overseas items. 



Types of financial assets 

The order of the items below is as in Table II, followed 
by the additional overseas items and banking items as 
shown in the other tables. 

Notes and coin in circulation 

The figures for notes and coin in circulation exclude 
the holdings of the Bank of England but include, owing to 
lack of separate data, the other holdings of notes and coin 
within the public sector. The figures comprise the estimates 
of coin outstanding at 31st December as published in the 
Monthly Digest of Statistics and unpublished figures of 
notes in circulation at 31st December. Figures are not 



available for the holdings of notes and coin by the overseas 
sector and changes in any such holdings together with the 
unknown changes in public sector holdings are included 
with those of the private sector. Figures are available for 
holdings by the Radcliffe banks of notes and coin but these 
include the holdings of Scottish and Northern Irish bank 
notes. Scottish and Northern Irish bank notes, apart from 
a small fiduciary issue which was unchanged in the period 
covered by the tables, are covered by holdings of Bank 
of England notes. For statistical purposes the changes in 
the Scottish and Northern Irish bank notes outstanding 
have been treated as if the notes were Bank of England 
notes and amounts equal to these changes have been 
deducted from those of changes in notes of all kinds held 
by the banks. 

Deposits with the Bank of England 

These comprise changes in balances with the Bank of 
England as shown in the returns from the Radcliffe banks 
and in Other accounts as shown in the weekly Bank of 
England returns for the Wednesday nearest to 31st Decem- 
ber. In Table III, the changes in Other accounts are all 
attributed to the Private sector. 

Treasury bills 

These comprise market bills as in the Exchequer financing 
tables (new series) published in the Monthly Digest of 
Statistics, less the changes in known holdings by public 
corporations, obtained partly from published accounts 
and pardy from direct reports. No allowance is possible 
for the unknown changes in holdings by local authorities. 

In Table III overseas holdings by other than official 
bodies are not known and changes in these and other 
unidentified holdings are included with those of the private 
sector. 

British government and government guaranteed securities 

The figures cover transactions for cash as shown in the 
Exchequer financing tables (new series) less the net cash 
purchases by public corporations for sinking funds and 
other purposes. This last item is based mainly on un- 
published direct reports by the corporations but partly 
also on published accounts. The government-guaranteed 
securities included are those of the corporations to whom 
advances have been made by the Exchequer under the 
Finance Acts of 1956, 1958, 1959 and 1960 (see list in the 
definitions of borrowing on bank advances below). The 
stock issues by the Electricity Board of Northern Ireland 
which are not covered by the Exchequer financing tables, 
are included in the item for miscellaneous home receipts by 
the public sector. 

In Table III changes in the overseas official holdings are 
known but the changes in unofficial overseas holdings and 
other unknown holdings are unavoidably included with the 
figures for the private sector. 

The figures for the Radcliffe banks are based on actual 
net cash transactions for the discount houses, London 
clearing banks and the Scottish banks for 1952 to 1958 but 
for the other groups of banks, and for the discount houses, 
London clearing banks and Scottish banks for 1959, the 
figures are based on changes in the total amounts held at 
book values. 

Tax reserve certificates 

The figures used are those in the Exchequer returns. 
In Table II it is assumed that all are held in the Private 
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sector although relatively small amounts are held by the 
other sectors. 

National Savings 

These are as defined in the national income Blue Book 
and comprise the changes in National Savings as shown in 
the Monthly Digest of Statistics less deposits with the Special 
Investment Departments of the Trustee Savings Banks 
plus the relatively small changes in Ulster Savings Certifi- 
cates. Accrued interest on National Savings Certificates is 
included. 

Local authority debt ( excluding bank advances and loans) 

This excludes borrowing from banks on overdrafts and 
short-term loans. The item differs from Other local 
authority indebtedness in the Quarterly Bulletin of the Bank 
of England for December 1960 by the repayments of local 
authority debt transferred to public corporations on 
nationalisation. These repayments are included in repay- 
ments of local authority debt in this note but are included 
under Miscellaneous identified claims and liabilities [of the 
public sector] in the Quarterly Bulletin of the Bank of 
England. 

The series is based on the residual item Other borrowing 
(net), as shown in the national income accounts for local 
authorities, adjusted for (a) bank borrowing (which is 
shown separately in the tables); (b) for the known acquis- 
itions (net) of local authority debt by public corporations 
(including amounts for the servicing of debt transferred 
from local authorities to public corporations on nationali- 
sation); (c) the net lending by local authorities to persons 
for house purchase which is shown separately in the tables. 

The residual item Other borrowing (net) includes the local 
authorities’ transactions in securities and changes in bank 
deposits and other financial assets. In Table III the changes 
in overseas holdings of local authority debt and in local 
authority stock held by the Radcliffe banks are unavoidably 
included in Private sector holdings. 

Borrowing on bank advances and loans by the public sector 

This item covers the borrowing by local government 
authorities from members of the British Bankers' Associ- 
ation and by nationalised industries from the London 
clearing banks and Scottish banks as published in the 
Monthly Digest of Statistics; the short-term loans to local 
authorities as shown in returns by accepting houses and the 
overseas banks; and the known bank advances to public 
corporations not covered by the series in the Monthly 
Digest (for example advances to the National Coal Board 
and the Iron and Steel Holding and Realisation Agency). 
The figures are obtained partly from published accounts 
and partly from unpublished information. 

The nationalised industries covered by the series in the 
Monthly Digest are:— the Electricity Council, North of 
Scotland Hydro-Electric Board, South of Scotland Elec- 
tricity Board, Gas Council, British Transport Commission, 
British Overseas Airways Corporation and British European 
Airways Corporation. These are the corporations which 
have received advances from the Exchequer under the 
Finance Acts 1956, 1958, 1959 and 1960. 

Iron and steel disposals for cash 

This item covers the receipts of cash from the iron and 
steel disposals as shown in the capital account of the Central 
Government in the national income Blue Books. 

Miscellaneous home receipts 

This item includes all the identified home items for which 
figures are available, other than those shown separately. 



These items are either included in the residual items in 
the capital accounts for the Central Government and public 
corporations in the national income Blue Books ( Miscel- 
laneous financial receipts (net) and changes in cash balances 
and Net acquisition of other financial assets and net mvest- 
ment abroad respectively), or as part of other aggregates in 
the national income Blue Books, for example Northern 
Ireland Exchequer borrowing which is included m the 
series for Other securities. In Table II, Miscellaneous 
home receipts are classified as financial assets acquired by 
the Private sector. 

The items are as follows: 

(i) Borrowing from certain pension funds. 

This covers the funds as shown in the Central Govern- 
ment capital account and borrowing by the British Trans- 
port Commission and, since 1956, by the Central Electricity 
Authority from their own pension funds as shown in the 
accounts for these corporations. It does not include, 
because of lack of data, other borrowing from pension 
funds such as, for example, the fairly sizeable borrowing 
by local authorities from their own pension and super- 
annuation funds. The amount (about £89 million) written 
off debt owed by the United Kingdom to India on the 
transfer of liabilities on account of pensions for Indian 
Civil Servants from India to the United Kingdom Exchequer 
is not included (see definition Inter-government loans 
below). 

(ii) Other loans to the private sector. 

This covers direct loans (and repayments) by the Central 
Government and public corporations obtained partly 
from published accounts and partly from unpublished 
information. The figures for public corporations include 
small amounts of purchases (net) of company securities. 

(iii) Coal compensation for cash. 

The figures are published in the national income Blue 
Books. 

(iv) Northern Ireland Exchequer borrowing (net); redemp- 
tion of annuities and other debt at home. 

These relatively small items are included. 

(v) Miscellaneous capital receipts at home. 

These comprise a variety of, usually small, items such as 
gifts to the Exchequer. 

(vi) Purchases of silver. 

Silver is treated as a financial asset. The item covers the 
purchases by the Central Government for the repayments 
to the United States of silver received under the Lend- 
Lease Agreements. 

(vii) Bank of England: other securities: securities. 

The amounts included are the changes in Other securities: 
securities, that is, excluding Government securities and 
Discounts and advances , as shown in the Bank of England’s 
weekly returns for the Wednesday nearest to 31st Decem- 
ber. 

(viii) Stocks issued by the Electricity Board of Northern 
Ireland. 

These are included (see definition of British Government 
and government guaranteed securities above). 

Foreign reserves 

As defined in the national income Blue Books, these 
comprise the United Kingdom official reserves of gold and 
convertible currencies, non-convertible currencies and the 
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United Kingdom balances with the European Payments 
Union. 



Inter-government loans 

Inter-government loans are (less repayments) as shown 
in the balance of payments white papers. The treatment 
is the same as in the national income Blue Books except 
for 1955, when the Blue Books, but not the white papers, 
included as a repayment to the United Kingdom the amounts 
written off outstanding debt by the United Kingdom to 
India on the transfer of liabilities on account of pensions 
for former Indian Civil Servants to the United Kingdom 
Exchequer. (See also above the definition of Miscellaneous 
home receipts — Borrowing from certain pension funds). 



Loans from certain non-territorial organisations 

This item is the same, apart from being opposite in sign, 
to the Increase in deposits with the International Monetary- 
Fund, International Bank for Reconstruction and Develop- 
ment, International Finance Corporation and the European 
Monetary Fund shown in the capital account of the Central 
Government in the national income Blue Books. It com- 
prises the net increase in the amounts re-lent to Her Majesty’s 
Government and held in London in the form of interest 
free notes, less amount of subscriptions. 

The coverage of this item differs from that of the corres- 
ponding item in the balance of payments white papers (a) 
because of the somewhat narrower coverage of non-terri- 
torial organisations in the Blue Books, and (b) because the 
white papers include in Overseas Sterling Holdings the 
deposits held in London by the non-territorial organi- 
sations in addition to the borrowing by H.M. Government 
on the interest free notes. 



Miscellaneous overseas receipts 

These comprise (a) the net sales of foreign securities by 
the Exchange Equalisation account; (b) the long term over- 
seas capital invested by the public sector (as a negative 
item) and (c) certain other capital movements included in 
miscellaneous capital (net) and overseas sterling holdings 
in the balance of payments white papers (for example, 
German Arms Deposits and credit items resulting from the 
export of ships etc. by the public sector). 

Figures of the net investment in long-term overseas 
capital by the public sector have been published for 1957 
onwards. 

It may be noted that there is a difference between the 
treatment in the Central Government accounts in the 
national income Blue Books which are mainly on a cash 
basis, and the balance of payments white papers which are 
on an income and expenditure basis, of the credit items 
resulting from the export of ships, etc. The credit items 
do not appear in the Central Government accounts and so 
these items are offset in the changes in cash balances and 
unidentified items in Table II. 

Loans for house purchase 

Loans by local authorities under the Small Dwellings 
Acquisition Act and by the Central Government to the 
Building Societies under the House Purchase and Housing 
Act, 1959. Annual figures are published in the national 
income Blue Books. 

Trade and hire purchase debt at home (net) 

The figures, which relate to debtors less creditors, are 
obtained from published accounts with rough adjustments 
to a calendar year basis. The figures may include some 
overseas debtors although the debtors of the Colonial 
Development Corporation, which operates mainly overseas, 
are excluded. 
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Reprinted from Economic Trends, March 1961 



Statistics of the United Kingdom balance of payments 



Introduction 

A full description of the methods and basis of compilation 
of the United Kingdom balance of payments statistics was 
contained in United Kingdom Balance of Payments 1946-57 
published by Her Majesty’s Stationery Office in March 1959. 
Detailed figures on a half-yearly basis are presented to 
Parliament in White Papers in the spring and autumn of 
each year, whilst quarterly figures in summarised form 
are issued in Press Notices and are included in tables in the 
Monthly Digest of Statistics and Economic Trends. 

A number of changes in sources and methods are now 
being made, which have led to substantial revisions to 
many of the figures. The progressive simplification of Ex- 
change Control has meant that some information whose 
statistical value for balance of payments purposes is now- 
much reduced is being replaced by figures from alternative 
sources. Further, new information of an important kind has 
become available through inquiries conducted by the Govern- 
ment with the co-operation of industry and trade. In par- 
ticular the Board of Trade have obtained additional data 
about profits and investment as a result of their inquiry into 
overseas direct investment. It has also been found con- 
venient to use this opportunity to introduce certain other 
changes of treatment and presentation. 



Although as a result of making these changes many 
fieures in the current and capital accounts have been revised 
substantially, the figures for gold and convertible currency 
reserves (assets) and overseas sterling holdings (liabilities) 
are unaltered while those for other items of a short-term 
financing nature are only very slightly changed. The balance 
of monetary movements as a whole is, therefore, virtually 
unchanged and the new figures do not call for any reassess- 
ment of the total outcome of the United Kingdom balance 
of payments. 

Part 1 of the following article gives a fuller account of the 
reasons for the changes and illustrates their effect by showing 
revised figures for 1958 and 1959. In Part 2 a technical 
account is given of the revisions made to the various indi- 
vidual items. The table at the end of the article sets out a full 
general balance of payments for 1958 and 1959 on the 
revised basis. The latest Balance of Payments White Paper 
published concurrently contains figures on the new basis 
covering the period 1958 to 1960. Balance of payments 
figures on the revised basis will be incorporated in the 
forthcoming White Paper on National Income and Expendi- 
ture and later in the National Income and Expenditure Blue 
Book. 



I : General description 



Summary of the new figures 

The following table summarises the new figures and 
compares them with those published in the last Balance oj 
Payments White Paper (Cmnd. 1188). 



Table 1 Summary balance of payments!}) 

£ million 





1958 


1959 




Cmnd. 

1188 


Revised 

estimates 


Cmnd. 

1188 


Revised 

estimates 


Imports (f.o.b.) 


3,341 


3.330 


3,616 


3,578 


Exports and re-exports 
(f.o.b.) 


3,432 


3,392 


3,556 


3.509 


Visible Trade Balance 


+ 91 


+ 62 


- 60 


- 69 


Invisible Balance 


+ 254 


+ 229 


+ 199 


+ 120 


Balance on Current 
Account 


+ 345 


+ 291 


+ 139 


+ 51 


Balance on Long-Term 
Capital Account 


- 259 


- 179 


- 553 


- 495 


Total of above 


+ 86 


+ 112 


- 414 


- 444 


Balancing Item 


+ 127 


+ 99 


+ 42 


-r 64 


Balance of Monetary 
Movements^) 


| - 213 


- 211 


+ 372 


+ 380 



(1) Comparison between the old and new figures for the various 
headings is affected not only by the revisions but also by 
changes in the composition of items. 

( 2 ) Assets: increase — / decrease — 

Liabilities: increase + j decrease — 



It will be noted that the surplus on current account is 
significantly reduced in both 1958 and 1959. The new 
inquiries have shown that retained profits on overseas 
investment in the United Kingdom are higher than had 
previously been allowed for. The inclusion of these profits 
reduces the surplus on the invisible account, since they are 
counted as a current debit. At the same time they are credited 
in the capital account because they are reinvested. There 
are also a number of other important changes in individual 
items within the current account, arising partly from a 
re-allocation of figures between different headings and partly 
from revised estimates (affecting both credits and debits 
substantially). The net effect of all these other changes on 
the current account balance is, however, small. 

As a result of including the additional retained profits as 
inward capital investment, net investment abroad is reduced. 
Figures for private investment abroad by the United King- 
dom are virtually unchanged at about £300 million a year. 

The opportunity has also been taken to publish in greater 
detail figures for certain items, namely: shipping, interest, 
profits and dividends, migrants’ funds, gifts, etc., other 
services and private investment. 

In the new presentation, as in the old, many of the figures 
are subject to error; the margin may in some instances be 
comparatively large. The net effect of errors and omissions 
(including timing differences) is to be seen in the balancing 
item. It is not possible to say whether these errors are to be 
associated with any particular groups of items and for these 
years they are probably spread widely throughout the 
balance of payments. Work on improving the accuracy of 
the estimates is continuing and it is hoped this will in time 
serve to reduce the amount of the balancing item. In par- 
ticular, methods of obtaining more comprehensive informa- 
tion about overseas portfolio investment in the United King- 
dom are being examined, and discussions are being held with 
representatives of the insurance industry to secure better 
statistics about the overseas activities of this industry. 
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The replacement of Exchange Control sources 
Following the gradual simplification of control in past 
years, and in particular the recent decision not to require 
forms to be completed in respect of imports under £2,000, it 
has become necessary to devise alternative methods of com- 
pilation to replace figures which have become less accurate 
or comprehensive. In the new estimates Exchange Control 
sources have been replaced for imports from the non- 
sterling area, most shipping payments and some payments 
of interest, profits and dividends. The Trade Accounts are 
now being used, after adjustment, for all imports and 
exports. The use of the results of the inquiries conducted 
by the General Council of British Shipping, which have 
already played an important part in the shipping component 
of the balance of payments statistics, has been extended 
further. Full details of changes are contained in Part 2. 



New sources of information 
Investment and investment income 
In August 1956 the Government announced that a 
number of measures were to be taken to improve economic 
statistics generally, including an examination of balance of 
payments statistics. As part of this programme it was 
decided to conduct annual and quarterly inquiries into 
direct investment by United Kingdom companies overseas 
and by overseas companies in the United Kingdom. The 
results of the first of these inquiries, covering industries other 
than oil and insurance, were published in the Board of Trade 
Journal on 7th October, 1960. The new balance of payments 
estimates incorporate for the first time the results of this 
inquiry. The method of estimating income arising from 



United Kingdom portfolio investment overseas has also 
been improved. 

Shipping statistics 

The quinquennial census of the United Kingdom shipping 
industry carried out by the General Council of British 
Shipping has been supplemented by an annual sample 
inquiry. The results of the full census for 1958 and the 
sample inquiry for 1959 have already been incorporated 
in previous balance of payments statistics in respect of dry 
cargo shipping earnings and disbursements abroad. The 
use of the General Council’s figures has now been extended 
to assist in estimating dry cargo freight payments to non- 
residents and payments and receipts in respect of tanker 
services. 

Other revisions 

The general revisions referred to in the preceding para- 
graphs have made it convenient to place some items in a 
more appropriate classification and introduce a number 
of other changes. The largest of these changes results from 
the transfer of that part of the transactions of the oil indus- 
try hitherto included in the item Other (net) to more appro- 
priate places in the balance of payments. The item Shipping, 
instead of, as previously, relating almost entirely to dry 
cargo shipping, now includes payments and receipts in 
respect of oil tankers, and also the cost of all bunkers 
lifted abroad by United Kingdom shipping. The remainder 
of the entry in respect of oil transactions in Other (net) has 
been transferred to the item Interest, profits and dividends. 
The details of these and other changes are described in 
Part 2 of this article. 



2: Notes on changes in treatment of individual items 



Visible trade 

The principal change has been to base the calculation of 
payments for imports from the non-sterling area on the 
Trade Accounts in place of the Exchange Control figures 
previously used. The Trade Accounts were already the 
source of the payments figures for imports from the sterling 
area and for all exports. Starting from the Trade Accounts 
totals, a number of adjustments are made for coverage and 
for valuation, in order to reach an estimate of overseas 
payments arising from merchandise imports and of earnings 
from merchandise exports and re-exports, both on an f.o.b. 
basis. Much the biggest adjustment is the deduction of 
freight and insurance on imports. A summary of the various 
items of adjustment is given in Tables 2 and 3. 



Table 2 Imports 



£ million 





1958 


1959 


Imports (c.i.f.) from Trade Accounts 


3,746 


3,983 


less freight and insurance 


- 473 


- 495 


plus other valuation adjustments (net) 


- 2 


1 


plus coverage adjustments! 1 ) 


117 


169 


less returned goods and goods temporarily 
imported 


- 58 


- 80 


Imports on balance of payments basis (f.o.b.) 


3,330 


3,578 


Estimated in Cmnd. 1 188 


3.341 


3,616 



( l ) Items not included in the Trade Accounts; for example, 
diamonds, second-hand ships and aircraft, etc. 



Table 3 Exports and re-exports 



£ million 





1958 


1959 


Exports and re-exports (f.o.b.) from Trade 
Accounts 


3,313 


3,461 


plus valuation adjustments ... 


18 


18 


plus coverage adjustments^) 


119 


110 


less returned goods and goods temporarily 
imported ... 


- 58 


- 80 


Exports and re-exports on balance of payments 
basis (f.o.b.) 


3,392 


3,509 


Estimated in Cmnd. 1188 


3,432 


3,556 



(!) Items not included in the Trade Accounts; for example, 
diamonds, second-hand ships and aircraft, etc. 



The estimate for freight charges on imports is built up by 
applying known freight rates on specific commodities and 
routes to the quantities shown in the Trade Accounts (see 
Shipping below). The sources of information for the other 
adjustments are detailed figures taken from samples of 
Customs Entry forms and additional information provided 
by H.M. Customs and Excise, including returns for goods 
not covered in the Trade Accounts figures. 

A number of minor changes have been made in the 
adjustments previously used in arriving at payments esti- 
mates for trade with the sterling area and for exports to the 
non-sterling area. One major change, however, is in the 
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treatment of returned goods. The amount of goods involved 
had been thought to be small but recent inquiries have 
revealed that it is now substantial and suggest that it has 
been growing rapidly in recent years. Known imports of 
returned British goods and goods temporarily brought in 
for process and repair amounted to £58 million in 1958 
and £80 million in 1959. These goods fall into several 
categories, such as cancelled export contracts, return of 
samples and exhibition material, goods for replacement or 
part-exchange, goods for process or repair. But they are 
alike in that for every credit which arises when the mer- 
chandise is exported there is a corresponding, though not 
always identical, debit when the merchandise is recorded 
as an import; it follows that the figures of exports recorded 
in the Trade Accounts must overstate actual export earnings 
if, for example, no payment has been received or if the 
payment received at the time of export is later refunded. 
The total known value of these goods at the time of import 
is, therefore, now being deducted from both sides of the 
payments account. The result of this treatment is that the 
service charge on goods brought in temporarily for process 
and repair, that is the amount by which their value is 
increased during their stay in the country, will remain as a 
credit in the export account. Previously almost all such 
goods have been included at full value in the figures of 
export receipts, but on their arrival in this country only 
about one-quarter, coming from the sterling area, have been 
included in import payments; unless a payment was made 
for such imports from non-sterling areas they would be 
excluded from the earlier figures since these were derived 
from Exchange Control records. The adjustments to both 
imports and exports are made in the period when the 
returned imports are recorded implying that the goods have 
been exported or re-exported during the same period. This 
is not necessarily true but it is done in the absence of any 
other definite information. The effect of the change in treat- 
ment of returned goods is to alter adversely the balance of 
visible trade by approximately £40 million in 1958 and £55 
million in 1959. 

The effect on the figures for the visible trade account of 
the main changes which have been introduced is shown in 
the following table : 

Table 4 Effects of main changes from old to 
new basis for visible trade 



£ million 





1958 


1959 


Imports: 

Increase in non-sterling imports as a result of 
change to Trade Accounts basis 


65 


50 


Revised treatment of returned goods (de- 
crease in imports from the sterling area) . . . 


13 


19 


Shipping freights previously included in Ex- 
change Control figures, but excluded on 
new basis 


70 


74 


Exports : 

Reduction in exports as a result of revised 
treatment of returned goods 


54 


74 



Although, as Table 4 shows, the effect of changing to a 
Trade Accounts basis is to increase the estimate of payments 
for non-sterling imports by some £60 million, this is more 



than offset by the other changes, the principal one being 
the transfer of certain shipping freight debits from the im- 
port estimates to the shipping account (see Shipping below). 
Comparison over a number of years between figures for 
non-sterling imports derived from Exchange Control and 
from the Trade Accounts respectively have always shown the 
latter to be rather higher, partly because of differences in the 
basis of valuation. A few years ago the margin was small, 
but it has gradually widened, reaching, as indicated above, 
about £65 million in 1958. 

In the past the value of non-sterling imports as recorded 
in the Trade Accounts has differed from that recorded 
under Exchange Control not only because of the differences 
between the two series referred to above, but also because 
the timing of payments and arrivals might have differed. 
Now that the Trade Accounts are being used for non- 
sterling import payments, any difference in timing between 
arrivals and payments will fall into the balancing item. 
In the past certain small adjustments for timing were applied 
in using the Trade Account figures as the basis for payments 
for imports from the sterling area and export receipts from 
all areas, but these are no longer being made. 

Total receipts for exports and re-exports on the new basis 
are rather lower. The main reason is the deduction of the 
value of returned goods described above; this has been 
partly offset by changes in various • other adjustments 
applied to the Trade Accounts figures of exports. 

Shipping 

The shipping item has been radically altered. In the first 
place its coverage has now been extended to include tanker 
as well as dry cargo transactions. This has meant including 
in credits the overseas earnings of United Kingdom tankers 
and in debits, the disbursements of these tankers overseas 
and payments to overseas tanker operators and owners 
by United Kingdom residents. A further addition to the 
debit item is the inclusion of payments by United Kingdom 
dry cargo shipping for oil bunkers taken up abroad but 
paid for in the United Kingdom. The additional items were 
all previously taken into account with other oil transactions 
in the item Other (net). 

The second change in the shipping item is the introduction 
of new estimates of payments to non-residents for freight 
charged on carrying dry cargo imports into the United 
Kingdom. As has already been described elsewhere^), it 
was known that the previous estimates of imports as re- 
corded through Exchange Control included some element of 
freight payments both to non-resident carriers and to British 
shipping companies. This meant that not all of the shipping 
freight debits appeared under the shipping item. An addition 
was made under shipping credits to offset the payments to 
British shipping included in import debits. This latter 
adjustment is now unnecessary. Further, the previous 
estimate for shipping debits, although in principle relating 
solely to dry cargo, included indistinguishably some pay- 
ments for tanker services provided by non-residents (the 
bulk of tanker transactions being included, however, with 
the oil estimates in Other (net)). As described above all 
tanker activities are now being included under Shipping. 

Freight debits for both dry cargo vessels and tankers are 
now being calculated independently of Exchange Control. 
The new figures are based upon a detailed analysis of Trade 
Account data in conjunction with the appropriate freight 
rates. This method provides an estimate of total freight 
payments on carrying imports into the United Kingdom, 
which is required to eliminate the freight element from the 
Trade Account import figures. By subtracting the earnings 
of United Kingdom shipping from carrying imports as 



(l) See page 7 of United Kingdom Balance of Payments 1946-1957. 
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reported by the General Council of British Shipping, an 
estimate of payments to non-residents is obtained, which 
is the figure now entered under shipping freight debits in 
the balance of payments. It should be noted that this 
method of estimating payments to non-residents ensures 
that any error contained in the freight estimates will be 
compensated by a balancing error in the imports valuation 
f.o.b., for example, if the freight estimate is too high then 
imports f.o.b. are too low by the same amount. 

The principal items which make up the balance of pay- 
ments account for shipping operations are shown in Table 5. 
They comprise the overseas transactions of United Kingdom 
shipping (excluding, however, freight earnings from carrying 
imports to the United Kingdom, which do not come within 
the balance of payments) and transactions with overseas 
shipping companies. 



Table 5 Shipping 

Dry cargo and tanker 



£ million 





1958 


1959 


Debits: 

United Kingdom shipping 






Charter payments ... 






Disbursements abroad 


300 


299 


Overseas shipping 






Freight on imports into theUnited Kingdom 


172 


183 


Other (including passage money) 


6 


7 


Total debits 


615 


650 


Total given in Cmnd. 1188 


346 


366 


Credits: 

United Kingdom shipping 






Freight on exports and cross-trades 


488 


481 


Charter receipts 


23 


24 


Passage money 


54 


52 


Overseas shipping 






Disbursements in the United Kingdom ... 


65 




Other... 


7 




Total credits 


637 


625 


Total given in Cmnd. 1188 


432 


418 



Interest, profits and dividends 

Revisions under this heading take into account the 
results of the Board of Trade’s inquiry into overseas direct 
investment, while methods of estimating the income from 
overseas portfolio investment have also been improved by 
introducing Inland Revenue sources which have previously 
not been available. 

In addition certain items relating to oil transactions, 
previously included in Other [net), are now included under 
this heading. Thus the debits now include an estimate of 
interest, profits and dividends paid abroad by United King- 
dom subsidiaries and associates of overseas oil companies. 
Profits retained for reinvestment in this country, concerning 
which information is now available for the first time, are 
also included and there is a corresponding increase in the 
figure of inward investment included in the capital account 
(see Private investment below). The credits now include 
certain net receipts resulting from the overseas operations 
of United Kingdom oil companies (including the sub- 
sidiaries in the United Kingdom of overseas oil companies) 
and their subsidiaries and associated companies overseas. 

It is important to note, however, that the oil figures are 
not on exactly the same basis as those included under income 

Printed image digitised by the University of Southampton Libr 



from direct investment in the accompanying table. The 
credit is, broadly speaking, the surplus on the current 
transactions of the United Kingdom companies (as defined 
above) resulting from their operations overseas; it represents 
the balance of, for example, payments for operating ex- 
penses (including royalties and taxes) and receipts from the 
sale of oil abroad, unless exported from the United King- 
dom. But this surplus differs in various ways from a measure 
of the profits earned overseas; for example, it includes the 
value of services rendered between parents, overseas sub- 
sidiaries, and associated companies (such as, current 
expenditure in the United Kingdom on marketing, head- 
quarters’ expenses, research, etc.), and profits arising from 
purely merchanting transactions, which properly should be 
included elsewhere in the balance of payments account. 



Table 6 Interest, profits and dividends 



£ million 





1958 


1959 


Debits 






Income from: Direct investment(') 


94 


130 


Portfolio ... 


65 


60 


Other 


256 


230 


Total 


415 


420 


Total given in Cmnd. 1188 


296 


276 


Credits: 






Income from: Direct investment^) 


196 


222 


Portfolio 


115 


121 


Other 


365 


300 


Total 


676 


643 


Total given in Cmnd. 1188 


337 


358 



(*) Board of Trade results; excluding oil and insurance. 



Other services 

Considerable changes have been made to this group of 
items. In the past the estimates of the credits earned by the 
United Kingdom for a wide range of miscellaneous services 
included under this heading were heavily dependent upon 
information supplied by other countries and the item was 
built up mainly by aggregating the value of transactions 
with the United Kingdom as shown by other countries. But 
in recent years the amount of detailed information of this 
kind has been reduced. 

The estimates for these miscellaneous services are now all 
based on United Kingdom sources. These services include, 
for example, overseas government expenditure in the United 
Kingdom not included elsewhere; certain City earnings, 
for example, insurance; expenditure by overseas students 
studying in the United Kingdom; earnings of professional 
people such as consulting engineers and architects; and 
receipts from royalties, rights, etc. In some cases accurate 
estimates can be made but for other items which present 
particularly difficult problems of measurement, rough 
estimates only are available. The new method has produced 
a similar estimate of credits to that arrived at under the old. 

The new figures also incorporate an estimate of com- 
missions earned by importing agents. This accords with the 
treatment recommended by the International Monetary 
Fund which is to show imports and exports both gross of 
this item, to claim credit in the invisible account for work 
done by importing agents, and to show as a debit, payments 
to overseas agents acting for exporters. 

In so far as commissions are deducted from the value of 
imports before remittances are made, the use of Exchange 
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Control sources for the non-sterling area has meant that, 
in the past, imports were recorded net of commissions and 
no offsetting credit was required in the invisibles. Trade 
Account values, however, include the full value of com- 
missions and there is consequently now an additional credit 
entry in the invisibles. 

As described in the two preceding sections, the oil trans- 
actions previously included in Other (net) have been distri- 
buted between Shipping and Interest, profits and dividends. 

Private investment 

The new figures bring in the results of the Board of Trade 
overseas direct investment inquiry and now also cover oil 
companies’ profits re-invested in the United Kingdom. 
The changes correspond closely to those made under 
Interest, profits and dividends, that is. private investment in 
the United Kingdom is increased to offset the additional 
re-invested profits included in the current account. The 
opportunity afforded by the introduction of the Board of 
Trade’s results has been taken to give a new presentation 
of the capital account. The figures are shown gross and a 
distinction is made between the direct investment figures as 
measured by the Board of Trade's inquiry and the rest 
which includes the direct investment of the oil companies 
and portfolio investment. 



Table 7 Private investment 



£ million 





1958 


1959 


Abroad (net of disinvestment) 






Direct(i) 


145 


178 


Other( 2 ) 


178 


139 


Total 


323 


317 


In the United Kingdom (net of disinvestment) 






Direct(') 


87 


126 


Other(-) 


106 


49 


Total 


193 


175 


Private investment (net) 


-130 


-142 


Total given in Cmnd. 1188 


-210 


-200 



(*) Board of Trade inquiry results; excluding oil and insurance. 
( 2 ) Including portfolio investment and investment by the oil and 
insurance industries. 



Monetary movements 

With the introduction of the Board of Trade's overseas 
direct investment inquiry estimates into the capital account. 



it has been necessary to take out of the monetary movements 
account some of the items previously included under 
miscellaneous capital (net) to avoid double counting. The 
items affected are (ii) and (iii) of Item 12 as described on 
page 26 of the United Kingdom Balance of Payments (Cmnd. 
1188). The actual figures of the net movements are only 
slightly changed. 

Recapitulation 

Current account 

The principal changes affecting the level of the balance on 
current account are: 

(a) increased debits for imports from the non-sterling 
area consequent on the change to Trade Accounts basis. 

(b) reduced credits from exports as a result of the revised 
treatment of returned goods. 

(c) increased debits on Interest, profits and dividends 
through the inclusion of more re-invested profits on overseas 
investment in the United Kingdom. 

(d) reduced shipping debits through the change of method 
of calculation. 

(e) other minor changes; on balance these substantially 
improve the current account. 

In addition changes in treatment and the adoption of new 
sources have led to a number of switches between different 
items. These include: 

(f) certain freight payments previously included in im- 
ports are now taken into account under Shipping. 

(g) commissions earned by United Kingdom agents on 
imports are now treated gross, i.e., included in the value of 
imports as a debit and entered as a credit in Other services. 

(h) debits and credits in respect of tanker services have 
been separated from other oil transactions in the invisible 
account and included in the item for Shipping. Bunker oil 
taken up abroad by United Kingdom ships but paid for 
in the United Kingdom is now treated as a debit for shipping 
disbursements and as a credit on oil account; previously 
it was excluded from both sides. The shipping item now 
includes all balance of payments transactions relating to 
current shipping operations; previously it covered in the 
main only dry cargo shipping. 

(i) the remaining oil transactions belonging to the invisible 
account have been transferred from Other (net) to Interest , 
profits and dividends. 

Capital account 

The principal change is that the figures for overseas pri- 
vate capital investment in the United Kingdom are increased 
through the inclusion of more re-invested profits. Net 
private investment abroad is therefore reduced. 

Central Statistical Office 
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APPENDIX 





General balance of payments 


1958 


/ 959 








Current account 






I. 


Visible trade 








Imports (f.o.b.) ... 


3,330 


3,578 




Exports and re-exports (f.o.b.) 


3,392 


3,509 




Total ... 


+ 62 


- 69 




Invisibles 






2 . 


Government : 








debits 


- 278 


- 275 




credits 


+ 56 


+ 41 


3. 


Shipping: 








debits 


- 615 


- 650 




credits 


+ 637 


+ 625 


4. 


Interest, profits and dividends: 








debits 


- 415 


- 420 




credits 


+ 676 


+ 643 


5. 


Travel: 








debits 


- 155 


- 173 




credits 


+ 138 


+ 153 


6. 


Migrants’ funds, legacies and private gifts : 








debits 


- 97 






credits 


-f 95 


+ 91 


7. 


Other services : 








debits 


- 277 


- 312 




credits 


+ 464 


+ 489 




Total ... 


+ 229 


+ 120 




CURRENT BALANCE 


+ 291 


+ 51 


Long-term capital account 






8. 


Inter-govemment loans by United Kingdom (net) 


- 45 


- 118 


9. 


United Kingdom subscriptions to I.M.F. and European Fund ... 


— 


- 236 


10. 


Other United Kingdom official long-term capital (net) 


- 4 


+ 1 


11. 


Private investment : 








Abroad 


- 323 






In the United Kingdom 


+ 193 


+ 175 




BALANCE OF LONG-TERM CAPITAL 


- 179 


- 495 




Balance of current and long-term capital transactions ... 


4 - 112 


- 444 


Balancing item 


+ 99 


+ 64 


Monetary movements 






12. 


Miscellaneous capital (net) 


+ 2 


+ 8 


13. 


Overseas sterling holdings : 








Countries 


+ 80 


+ 154 




Non-territorial organisations 


- 22 


+ 82 


14. 


United Kingdom balance in E.P.U. 


- 10 


+ 9 


15. 


United Kingdom official holdings of non-convertible currencies 


+ 23 


-1- 8 


16. 


Gold and convertible currency reserves 


- 284 


+ 119 




BALANCE OF MONETARY MOVEMENTS 


- 211 


+ 380 
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Productivity measurement in agriculture 



Economic efficiency in fanning 

Many measures have been devised for assessing economic 
performance in farming. These measures are used by fanners 
and their advisers in the analysis of the organisation and the 
running of the farm business and help to decide what action 
is needed to improve its financial position. Some of the 
measures are in money terms, others in physical terms. But 
nearly all relate output to input, whether in physical or 
money terms. It is common to judge a crop in terms of yield 
per acre but it is even more important for a farmer to know 
whether his costs are excessive in relation to the value of the 
output produced. The productivity- of his labour force, for 
example, may be measured by such a ratio as the value of 
gross output per £100 labour, whilst feeding stuffs conversion 
ratios enable him to gauge whether his livestock are efficiently 
converting feeding stuffs into livestock products. All these 
ratios or standards of performance are used for inter-farm 
comparisons to show what success is being achieved by one 
farm judged against farms of a si milar type and size in the 
same locality. The success of the business as a whole is of 
course, reflected in the level of farm profit or net income. 



Productivity in industry: Concepts 

Individual farmers have a natural interest in the product- 
ivity of their farm businesses and of the separate lines of 
production within those businesses. This article however, is 
concerned with the aggregate of farming activities and deals 
with an assessment of productivity in the agricultural indus- 
try as a whole. As a rule, studies of the productivity of entire 
industries are hampered by the difficulty of identifying the 
volume of resources utilised in production. For agriculture 
however, estimates of output and input are available and an 
exploratory attempt has been made, using this material, to 
assess changes in the productivity of the industry over the 
last ten years. The purpose of this article is to describe the 
method and concepts used and to present the results. Alter- 
native ways of proceeding offer themselves at several stages 
of the calculation and it is by no means claimed that the 
particular method adopted is the best nor that the results 
are the last word which might be said on the subject. 

In the broadest sense productivity is an indicator of the 
utilisation of resources measured in some sort of physical 
terms. Most frequently the productivity is expressed as 
output per head or output per man hour or some other ratio 
to the labour input. But this is largely because data are more 
readily available on labour inputs than on capital and other 
inputs. Some years ago a study was made by Williams of 
changes in the productivity of labour in British agriculture, 
adopting the usual method of relating the volume of output 
to indices of employment in agriculture.^) In the present 
context, productivity is defined as the ratio between the 
volume of output and a measure of the total volume of all 
resources used in production, not simply of the labour 
input. It would be misleading, however, to identify pro- 
ductivity so measured with overall efficiency or economic 
performance. Profits are affected not only by the physical 
relationship between output and input, for example by 



producing more from the same input of resources, but also 
by such other factors as better (or poorer) buying of raw 
materials and selling of end-products. These conceptual 
difficulties are particularly relevant to the interpretation to 
be put on any productivity measures that may be used. 



Method of assessing productivity changes in agriculture 
Total productivity can conveniently be expressed by an 
estimate in monetary terms as production is usually hetero- 
geneous and the factors of production are always so. Care 
must then be taken to eliminate the effect of price variation 
which means that values of products and factors must be 
calculated by a constant price method. The approach adopted 
has been to analyse year-by-year changes in the level of 
aggregate fanning net income in the United Kingdom in 
such a way as to assess the relative influence of three factors 
— prices, scale of operations and productivity. There are 
various alternative ways of making this analysis depending 
on how one chooses to define the three factors. For the 
purpose of this exercise, scale of operations has been measured 
by total inputs and productivity by the ratio of output to all 
inputs other than entrepreneurial labour and interest on 
tenant’s capital. This process may be illustrated by means of 
a simplified example making the following assumptions: 



Year 1 

£ 

Output 1 ,050 units at £1 1 11 ,550 
Input 1 ,000 units at £1 0 1 0,000 

Net income 1,550 



Year 2 

£ 

1,200 units at £12 14,400 

1,100 units at £11 12,100 

2,300 



The first step is to eliminate from this comparison the 
effect of price changes between the two years. This may be 
done by revaluing year 2 at year 1 prices so that the com- 
parison becomes: 



Year 1 

£ 

Output 1,050 units at £11 11,550 
Input 1 ,000 units at £10 10,000 

Net income 1,550 



Year 2 

£ 

1,200 units at £11 13,200 

1,100 units at £10 11,000 

2,200 



The increase of £650 in net income at constant prices 
must be due (a) to the change in the scale of operations and 
(b) to the change in productivity. Thus, assuming the earning 
capacity of each unit of input remained as in year 1, the 
additional input of 100 units would increase net income by 
10 per cent., that is £155. Productivity in year 1 is measured 
by the ratio of output to input, thus £ Jq’^ = 1 - 155. Had 
productivity remained unchanged in year 2, then it would 
be expected that the 1,100 units used in that year, valued at 
£10 each, would have created an output of 1,100 x £10 x 
1'.155 = £12,705. In fact the output amounted (at year 1 
^3,200, so the gain in productivity was worth 
£13,200 less £12,705 or £495. 

The gain of £750 in net income between year 1 and year 2 
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(£2.300 less £1.550) analysed in this way therefore consists 
of £100 due to changes in prices (£750 less £650), £155 
due to an increase in scale of operations as measured by 
inputs, and £495 due to improvements in productivity. 

The procedure outlined in this simplified model has been 
applied to the figures of aggregate fanning net income( 2 ) for 
the United Kingdom from 1949/50 to 1959/60 as presented 
in Appendix II of the 1960 annual review white paper 
(Cmnd. 970). The procedure actually followed was more com- 
plex, since it involved re-pricing all the items of input and of 
output. As was noted in the article on ‘The new index of agri- 
cultural net output in the United Kingdom’ in the March 1960 
issue of this journal there are a large number of such items. 
For re-pricing purposes the same prices were not used through- 
out the period. Instead, each successive pair of years was 
dealt with as a separate entity in order that the effects of 
year-to-year price changes could be correctly measured. 
This device had the additional virtue that it reduced the 
difficulties of pricing caused by changes in quality and type 
of products and changes in marketing methods which have 
taken place since the mid-1950s. Thus, in the comparison 
between 1949/50 and 1950/51, the output and input items 
in 1950/51 were revalued at 1949/50 prices, but in the com- 
parison between 1950/51 and 1951/52 the 1951/52 items 
were revalued at 1950/51 prices, and so on throughout the 
series. All items entering into the calculation of aggregate 
net income were processed including inventory changes and 
subsidy payments, these being allocated to items of input and 
output as appropriate. Thus the deficiency payments on crops 
and livestock are included in the value of output whereas the 
subsidy on fertilisers for instance, is taken into account in 
the value of the inputs. 

A further refinement was introduced into the calculation 
by using the figures of net income as adjusted to normal 
weather conditions. This normal net income is an estimate 
of what net income would have been in any year had weather 
conditions in that year been normal. The adjustments allow 
for the effect of the weather on crop yields, the condition of 
grazing, the volume of livestock output and feeding stuffs 
requirements. These effects cause variations in the financial 
position of the industry which mask the underlying trend in 
productivity. 

The results 

The results of the exercise are summarised and the details 
of the calculation are set out in the four tables accompanying 
this article. 

Table 1 shows the results in money values in the form of 
the following equation: 

Normal net income in year ± change in prices ± change 

due to scale of inputs ± change in productivity = Normal 

net income in year 2. 



It will be seen that the productivity factor has varied from 
— £14 million to + £64-5 million with a maximum range 
between any two successive readings of £67 -5 million. In 
eight of the ten years there was a gain in productivity and 
in six of these the gain was in the range £20 million to £42 
million. All the figures are subject to what is probably a 
substantial margin of error and it should be noted that the 
middle years of this ten-year series were a period of transition 
during which products and markets were being decontrolled. 

In these circumstances it would be wrong to attach over- 
much significance to individual figures and some process of 
smoothing out random fluctuations is desirable. This cannot 
be done by taking averages of the figures set out in Table 1, 
because the price change has been calculated on a variable 
basis from one pair of years to the next throughout the series. 
For this reason the gain in productivity has been expressed 
in Table 2 as a percentage change which has in tum been 
constructed into an index with 1949/50 = 100. This percen- 
tage gain in productivity compared with the previous year 
represents the extent to which the actual output in year 2 
(at year 1 prices) exceeded the level of output which would 
have been attained had the output/input ratio remained the 
same as in year 1. (In the simplified model given above, the 
gain of £495 attributable to productivity is equivalent to 3-9 
per cent, of the expected output of £12,705.) 

The average rate of gain, so measured, was 1 • 7 per cent, 
per annum over the ten year period. Applied to the level 
of output in 1959/60 this is equivalent to £26 million per 
annum. This gain in productivity is not so much a measure 
of the change in overall efficiency or economic performance 
of the industry as of its technical or physical efficiency. It is 
exceedingly difficult to assess precisely the value of change 
in the industry’s efficiency from year to year and there is no 
direct link between the measure of productivity and that of 
overall efficiency-! 3 ) Nevertheless a closer approximation to 
the latter concept may be obtained by combining the figures 
given in Table 1 for changes in productivity with those for 
changes in the scale of operations. The results are set out 
in Table 3. 

For the ten years as a whole, the combined figures amount 
to 2 • 14 per cent, of the annual output. This percentage applied 
to the level of output at the end of the period amounts to 
£33 million. The proportion was on average higher in the 
first five years (2-34 per cent.) than in the last five years 
(1 -93 per cent.). The lower percentage applied to the value 
of output at the end of the period amounts to £30 million. 

The aim of this article has been to present the results of 
a venture into productivity measurement for the agricultural 
industry. Those concerned with this study are conscious of 
the difficulties of making precise measurements with the 
data at their disposal. It is hoped however, that the work 
that has been done will help in illustrating the nature of the 
problem and throw some light on the factors involved. 



p) Aggregate farming net income is defined as the reward for the manual and managerial labour of the farmer and his wife and for the 
use of the occupier’s investment. On the revenue side are included the value of sales and of produce consumed in farm households, 
receipts of grants and subsidies and changes in the value at cost of stocks and work-in-progress. Expenditure includes in addition 
to the value of all goods and sendees purchased by farmers, the cost (wages, salaries and insurance) of all labour other than that 
of the farmer and his wife, rent (including an imputed charge for owner-occupied land) and provision at replacement cost for depre- 
ciation of farm machinery and tenants’ fixed capital. 

P) For a number of years the Government have assessed the annual gain in the efficiency of the industry at £30 million which is equiva- 
lent to about 2 per cent, of the value of gross output. This sum is not a scientifically ascertained figure: it is no more than a broad 
indication of the amount which the industry may be expected to secure from improvements in its efficiency, taking one year with 
another. See paragraph 29 of Agriculture (Cmnd. 1249, December 1960). 

Ministry of Agriculture, Fisheries and Food 
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TABLE 1 


Normal net 


Assessment of gain in productivity of agriculture in 
the United Kingdom, 1949/50 to 1959/60( 1 ) 


Normal net 


£ million 


Year 1 


income 
year 1 


Price change Scale change 


Productivity 

change 


income 


Year 2 


1949/50 


297-5 


-38-0 


-f 4-5 


+24-0 


288-5 


1950/1 


1950/1 


288-5 


+ 12-0 


- 0-5 


+20-5 


320-5 


1951/2 


1951/2 


320-5 


-23-5 


+ 8-0 


+ 30-0 


335-0 


1952/3 


1952/3 


335-0 


-29-0 


+ 28-5 


-14-0 


320-5 


1953/4 


1953/4 


320-5 


-27-5 


+ 14-0 


+26-0 


333-0 


1954/5 


>954/5 


333-0 


— 11 -0 


- 1-0 


- 3-0 


318-0 


1955/6 


1955/6 


318-0 


-42-5 


+ 3-0 


+64-5 


343-0 


1956/7 


1956/7 


343-0 


- 2-0 


+ 7-5 


+ 10-0 


358-5 


1957/8 


1957/8 


358-5 


-22-0 


+ 2-0 


+23-5 


362-0 


1958/9 


1958/9 


362-0 


-45-5 


- 3-0 


+42-0 


355-5 


1959/60 



(>) The figures of net income are as published in Cmnd. 970, March 1960. 



TABLE 2 






TABLE 3 




Rate of growth of productivity 


Productivity 


and scale effects combined 


productivity 
compared with 
previous year 


Index of 
productivity 
U 949 ',50 = 100 ) 




£ million 


Proportion 
of output 


per cent. 

1950/1 +2-5 


102-5 


1950/1 


+28-5 


per cent. 
2-77 


1951/2 +2-0 


104-6 


1951/2 


+20-0 


1-75 


1952/3 +2-5 


107-2 


1952/3 


+38-0 


3-15 


1953/4 -1-1 


106-1 


1953/4 


+ 14-5 


1-12 


1954/5 + 1-9 


108-1 


1954/5 


+40-0 


2-92 


1955/6 -0-2 


107-9 


1955/6 


- 4-0 


-0-29 


1956/7 +4-6 


112-8 


1956/7 


+ 67-5 


4-59 


1957/8 +0-7 


113-6 


1957/8 


+ 17-5 


1-16 


1958/9 +1-6 


115-3 


1958/9 


+25-5 


1-66 


1959/60 +2-8 


118-5 


1959/60 


+39-0 


2-53 



Average rate of growth I • 7 per annum 
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TABLE 4 



Analysis of changes in normal net income to show effects of changes in prices, 
scale of operations and productivity! 1 ) 



Year 1 
. Output 



1949/50 19501 1 tvs 112 1 95 21 J 195X4 I9S4JS 1955* 195*7 I957X I95H19 

# # # # S- # # # #• # 



1.369-5 1.390 0 1.469 0 1.505-5 



2. Input 

3. Income 



3 5 1.036 5 1.072 0 1.126-0 1.147-0 1.173-0 



Year 2 
Output 



1.296-5 1,376-5 1.363-0 1,467-5 1.51 1 -5 1.537-5 1.564-0 



3. Input 
6. Income 



8-5 843-5 947-0 1.016-0 



1.082-0 1. 151-0 1.153-5 1,163-0 



7. Output per £1 input year 1 

0 + 2) 



8. Expected output year 2 ... 

(5 :< 7) 



1.026-5 1.172-0 1.310-5 1.350-5 1.366-0 1.403-0 1.501-5 1.514-0 1.522-0 



9. Actual output year 2 
(--= 4) 



1,047-0 1.202-0 1.296-5 1.376-5 1,363-0 1.467-5 I.SII-5 



11. Income per £1 input year 1 
(3 2) 



12. Extra inputs year 2 
(5-2) 



... -J- 10-5 - I-S 



14. Normal income in year 2 at price 
of year 2 



15. Effect of change in prices 
(14-6) 



2-0 -22-0 



16. Output per £1 input year 2 ... i 

(4v 5) 



17. Index of productivity (year 1 = 100) 102-5 

(16 + 7 x 100) 



(*) The allocation of certain items betwet 
pubiished in the Annual Abstract of Si 
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Hire purchase and instalment credit statistics 



The Board of Trade started collecting monthly statistics 
or hire purchase business in 1955. The first statistics covering 
the months of October 1955 to February 1956 were published 
m the Board of Trade Journal of 21st April 1956. They have 
been continued monthly since and cover two distinct groups 
ot businesses— hire purchase finance companies (or finance 
houses, as they are referred to hereafter) and shops selling 
household goods. 

In considering how the monthly statistics fit into the 
general credit picture it will be useful first to set out the 
vanous types of instalment credit offered by finance houses 
and retailers in connection with the sale of goods. This is 
discussed in the next two paragraphs, then the scope of 
the monthly statistics is described and the main figures are 
presented and compared with other series, for example with 
changes in personal disposable income. 

Types of instalment credit 

The most important type of instalment credit associated 
with the sale of goods is that arising on hire purchase agree- 
ments under which the goods are hired to the customer but 
become his property when he has paid off the credit advanced 
to him. Usually the credit is repayable in equal instalments 
at regular intervals, weekly, monthly or quarterly, with 
sometimes a final payment (nominal) for the property in 
the goods. These agreements are the type commonly in use 
for the larger durable goods such as television sets, cookers, 
refrigerators, furniture and cars. There are, secondly, credit 
sale agreements under which the goods become the im- 
mediate property of the customer. These agreements are 
usually of shorter duration than hire purchase agreements 
and are used mainly for clothing but are also used for 
durable goods, particularly for bicycles. The monthly 
statistics at present compiled by the Board of Trade are 
confined largely to these two types of agreement and thus do 
not cover, for example budget accounts, a form of revolving 
credit used mainly for clothing but also for durable goods, 
particularly by department stores, or check trading, that is 
the issue of credit checks by a check-issuing company for 
purchases at a specified fist of shops. The last named are 
credit vouchers paid for by instalments and are used mostly 
for clothing. 

Agreements under which instalment credit is extended 
may be made between a retailer and his customer or between 
a finance house and the retailer’s customer. The former 
arrangement is the more usual for household goods, although 
for these goods an appreciable proportion of agreements 
is effected between finance house and customer, with the 
retailer acting as agent for the finance house in collecting 
instalments. A further appreciable proportion of agreements 
in respect of household goods, made originally between 
retailer arid customer, is lodged with finance houses as 
security for loans under arrangements known as block 
discounting. For motor vehicles sold on instalment credit 
terms the agreement is usually made between finance house 
and customer, the finance house in effect buying the vehicle 
from the dealer for the cash price less the down payment 
made by the customer to the dealer, and reimbursing itself 
by collecting instalments from the customer; these instal- 



ments include the finance house credit charges as well 
the balance of the cash price. 



Scope of the monthly statistics 



From October 1955 to June 1957 the monthly statistics 
related to hire purchase business only but, in order that 
they should be more fully representative of credit trading in 
durable goods, their scope was extended from July 1957 to 
include business arranged under credit sale agreements. 
The change did not greatly affect the comparability of the 
statistics of finance houses since instalment credit business 
in most types of motor vehicles, which are the subject of the 
major part of finance house business, is done predominantly 
if not entirely, under hire purchase agreements. For the 
statistics of retailers of household goods the change was 
more significant. (Throughout this article the term retailers 
refers to traders, who were covered by the Census of Dis- 
tribution for 1957; it excludes, for example motor car 
dealers.) From July 1957 the statistics of new instalment 
credit business of shops cover all the hire purchase and other 
instalment credit sale transactions of shops classified as 
household goods shops, that is broadly furniture and furnish- 
ings shops, hardware, radio and electrical goods shops, 
electricity and gas showrooms and the household goods 
departments of department stores and co-operative societies, 
but not clothing shops, mail order houses, credit traders call- 
ing on customers or check traders. 



: — t j — uy nuusenoia goods 

shops include the sale of goods covered by agreements 
made between finance houses and customers of the shops. 
TTie monthly statistics of debt owed to household goods 
shops on the other hand, are confined to amounts outstand- 
ing on hire purchase and credit sale agreements made 
between the shops and their customers, whether or not 
these agreements are subsequently discounted with finance 
houses. They exclude amounts owing on agreements made 
between finance houses and customers of the shops, even 
though the shops act as agents for the finance houses in 
collecting instalments. Amounts owing on these agreements 
are included with the debt owing to finance houses. The 
relationship of the business covered by the monthly statistics 
compared with other debt owing to retailers and finance 
houses, as shown by the Census of Distribution for 1957 
may be seen in Table 1. The monthly statistics of retailers 
cover the instalment credit business of household goods 
shops. In consequence they cover a very large part of the 
credit business of retailers in durable goods. Not covered 
however, is some instalment credit business in durable 
goods, estimated at about £40 million in terms of amount 

Cnd ° f ,957> largely carried on b y ^edit 
traders calling on customers and mail order houses— busi- 
nesses which do a substantial amount of trade in clothing and 
m whose credit business hire purchase agreements play only 
^ n0t C0Vered are the various ty^Tof 
SfweSv^nH n0t Ilf as instahnent credit . for example 
which SS, If m0n£hlya f ounts outstanding to retailers, 
which form a large part of the £156 million shown in Table 1 
as Other amounts owing to retailers 
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The monthly statistics in relation to other forms of 
credit provided by finance houses and retailers 
Amounts outstanding at end 1957 

TABLE 1 £ million 



Covered by the monthly statistics 
Instalment credit business of finance houses ... 253 

Instalment credit business of household goods shops 1950) 



Not covered by the monthly statistics 

Loans by finance houses 

Amounts owing to retailers other than household 
goods shops on instalment credit business 

Credit traders calling on customers 

Mail order houses 

Check traders ... 

Retailers, other than above 

Other amounts owing to retailers (weekly and 
monthly accounts, etc.) 



42 

26 

17 

46 

156 



0) Including amounts owed to shops but discounted with finance 
houses; also includes £3 million owed to finance houses 
engaged solely in financing the instalment credit trade of 
associated retail organisations which was included in the 
total owing to finance houses in the census. 



Finance houses 

The Census of Distribution for 1957 identified some 1,500 
finance houses, about 1,000 of which had amounts out- 
standing of under £25,000 at the end of the year. In January 
1961 over 500 finance houses were making voluntary returns 
to the Board for the monthly statistics. These accounted 
for a high proportion — £530 million of the estimated total 
of £607 million — which was outstanding to all finance houses 
on hire purchase and other instalment credit business at 
the end of January 1961. The monthly amounts of credit 
advanced by finance houses are reported to the Board of 
Trade under a number of commodity headings, some 
covering goods which are acquired predominantly by busi- 
ness users, for example commercial motor vehicles, industrial 
and building plant and equipment, some which are pre- 
dominantly bought by personal users, such as furniture, 
furnishings and floorcoverings and others where substantial 
proportions are acquired by both business and personal users 
of which new private cars are the most important category. 
The returns from the finance houses contributing to the 
monthly statistics are used, in the light of the comprehensive 
analysis of finance house business which was made in the 
Census of Distribution for 1957, to derive estimates of the 
total current business of finance houses. These figures grouped 



into the three categories mentioned above are summarised in 
Table 2. 



Finance houses: New credit extended 
TABLE 2 £ million 





1957 


1958 


1959 


I960 


Mainly to businesses 
Commercial motor vehicles... 
Farm equipment and tractors 
Industrial and building plant 
and equipment 


46-2 

7-5 

17 0 


58 -7 
9-8 

21 -2 


84-1 

12-7 

32 -2 


93 -4 
11-0 

40-3 


Total 


70-7 


89 -7 


129-0 


144-7 


Mainly to personal consumers 

Private cars, used 

Motor cycles 

Caravans 

Household goods, including 
pedal cycles 


122 -4 
32-3 
7 0 

49 0 


153-1 

30-8 

7-5 

60-9 


214-5 
52-4 
11 -3 

102-1 


196 -7 
46 -4 
11 -0 

80-7 


Total 


210-7 


252-3 


380 -3 


334-8 


Partly business, partly personal 
Private cars, new 
Other goods, not shown above 


56 -0 
13 


61 -8 
20-4 


85 -6 
29 -6 


86 -9 
34 -0 


Total 


69 -2 


82-2 


115-2 


120-9 


Grand total 


350-6 0) 


424-2 


624-5 


600-4 



(!) This figure differs from that shown in the 1957 Census report, 
since credit extended by finance houses engaged solely in 
financing the instalment credit trade of associated retail 
organisations has been excluded. 



In addition to the analysis of their new business by com- 
modity, the contributing finance houses also give totals, 
without commodity subdivisions, of the amounts owing to 
them at the end of each month on hire purchase and other 
credit sale agreements into which they have entered directly 
with hirers. At quarterly intervals the contributors analyse 
their outstanding debt among commodity categories, but 
these are less detailed than those distinguished in their 
monthly analysis of new business. The growth of debt in 
these categories together with estimates for the more impor- 
tant sub-divisions of vehicles is shown in Table 3. The latter 
estimates are based on the proportions of reported new 
credit accounted for by the sub-divisions shown — private 
cars, new and used, and commercial vehicles — of the total 
motor vehicle new credit. 



Finance houses: Analysis of debt by commodity 

TABLE 3 End of period £ million 





1957 


1958 


1959 


1960 


1961 


March 


June 


September 


December 


March 


June 


Motor vehicles and caravans 


197 


256 


394 


434 


477 


478 


455 


471 


492 


oj which 
























49 


73 


85 


102 


99 


87 


90 


103 






128 


189 


207 


217 


217 


203 


215 


223 


Commercial vehicles 




47 


73 


84 


95 


97 


101 


110 


109 


Farm equipment and tractors 


6 


8 


10 


10 


10 


11 


10 


9 


11 


Industrial and building plant and 




















equipment 


15 










38 


41 


43 


49 


Household goodsp) 


27 


35 


72 


76 


77 


73 


71 


67 


65 


Other goods 


8 


11 


19 


22 


24 


28 


33 


32 


34 


Total 


253 


328 


522 


573 


621 


628 


610 


622 


651 



(*) Including pedal cycles. 
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Shops 

Comprehensive estimates of the extent of instalment 
credit trading in Great Britain were made for the first time 
in the Report on the Census of Distribution and other Services 
for 1957. Until the results of this Census were available, 
estimates of the value and trends of sales on credit by house- 
hold goods shops, and of the amounts of the debt outstand- 
ing to them, were derived by grossing up the figures returned 
month by month by a sample of these shops in the light of 
the relationship of the total sales of the shops in the sample 
to the total sales by household goods shops in the country 
as a whole as shown by the Census of Distribution for 1950. 
The method now used to derive current estimates of credit 
trading and debt outstanding is to project directly the 
national totals shown in the 1957 Census by means of the 
trends shown in the trade of the sample of shops. For this 
purpose all contributors to the monthly statistics were 
classified according to the kinds of business distinguished 
in the Census. In the case of independent shops, that is 
those belonging to firms with less than ten branches, the 
contributors were further sub-divided into size groups 
defined in terms of total sales in 1957. 

In calculating current monthly figures of instalment 
credit sales and debt the 1957 totals for each of these sub- 
divisions are projected separately. Account is thus taken of 
any differing trends in credit trading by different types of 
shops, for example in furniture and furnishing shops as 
opposed to radio and electrical goods shops, and by various 
sizes of shop. Samples of multiple shops, that is those belong- 
ing to firms with ten or more branches, in each kind of 
business, and of the household goods departments of depart- 
ment stores likewise make monthly returns by means of 
which the corresponding 1957 national totals are brought 
up to date. In all these cases the current figures are derived 
by calculating the change shown between a base month and 
the current month by all the contributors who have made 
returns in both periods, and by linking the change so found 
for each size group and each kind of business on to the 
change between 1957 and the base month currently being 
used in the computations. The current base month is the 
last month in the preceding quarter. 

Initially, in October 1955, over 6,000 independent house- 
hold goods shops were approached and invited to send their 
monthly figures to the Board. Of these about 1,600 became 
contributors — some 700 furniture and furnishings shops and 
some 900 hardware, radio and electrical goods shops. Only 
about a half of these shops sold on instalment credit terms 
and, allowing for contributors who for one reason or 
another dropped out, plus some additional recruits, the 
number of contributors in January 1958 actually giving 
figures of credit sales, and thus effectively constituting 
the sample by means of which the 1957 totals for independent 
household goods shops were being kept up to date, was 
665 — 284 furniture and furnishings shops and 381 hardware, 
radio, electrical goods, cycle and perambulator shops. 
Returns from contributors with no credit sales are used, 
as are those from all contributors, to provide estimates of 
changes in total sales. Allowing for subsequent slight wastage 
it is hoped that this figure will be raised to some 800 as a 
result of invitations to additional shops to become contri- 
butors made this year. In addition, contributors include 
multiple retailers of household goods accounting for instal- 
ment credit sales of some £50 million in 1957 and the house- 
hold goods departments of department stores with instal- 
ment credit sales of about £10 million in 1957. 

The picture of the instalment credit trade of household 
goods shops is completed by the inclusion of figures for 
the household goods departments of a large number of 
co-operative societies which are summarised and supplied 
to the Board of Trade by the Co-operative Union, and by the 



figures for their showrooms, provided by the electricity and 
gas industries. For all types of retailer it is estimated that 
the contributors cover 40 per cent, of total credit sales in 
the kinds of business covered. The relationship of the instal- 
ment credit sales of the sample of contributors, as constituted 
for January 1958, to the national totals recorded in the 1957 
Census is given in Table 4. Recent recruitment in some sec- 
tors has slightly increased the coverage. 



Coverage of the monthly sample of household goods shops 
Instalment credit sales in 1957 



TABLE 4 £ million 





Monthly 


All household 




sampled) 


goods shops 


Electricity showrooms 


20 


20 


Gas showrooms 


19 


19 


Department stores (household goods) 
Co-operative societies (household 


10 


22 


goods) 


11 


33 


Multiple shops 

Independent shops 


50 


87 


Furniture and furnishings 
Hardware, radio, electrical, cycle 


9 


60 


and perambulator 


4 


74 


Total 


123 


315 



(*) For January 1958. 



The value of credit sales in 1957 by household goods shops 
and estimates for subsequent years derived on the basis of 
the returns from the monthly contributors are shown in 
Table 5, sub-divided among the main types of shop. These 
figures relate to the total value of goods sold on hire-purchase 
and other instalment credit terms and thus include the value 
of the initial down payment as well as the amount of credit 
extended to the customer. Household goods shops also 
provide monthly figures of the total amounts outstanding 
to them on hire-purchase and other credit sale agreements 
at the end of each month, and these figures are used to 
project forward the corresponding totals for outstanding 
debt recorded in the 1957 Census on the same lines as 
described for instalment credit sales above. 



Instalment credit sales of household goods shops! 1 ) 

TABLE 5 £ million 





1957 


1958 


1959 


I960 


Furniture and furnishings shops 
Hardware, radio, electrical, cycle, 


138 


155 


183 


151 


etc., shops 

Department stores — household 


154 


169 


221 


169 


goods departments 


22-5 


26 -5 


32 -4 


28 -0 


Total 


315 


350 


436 


348 



(*) Furniture and furnishings shops comprise independent and 
multiple specialist shops and furniture and furnishings depart- 
ments of co-operative societies. Hardware, radio, electrical, 
cycle, etc., shops comprise independent and multiple specialists 
in radio and/or electrical goods, cycles and perambulators, 
ironmongery and hardware, the hardware, radio and electrical 
departments of co-operative societies, gas and electricity 
showrooms J 



meet owing direct to household goods shops on instal- 
ment credit transactions, which was £195 million at the 
end of 1957 grew to £325 million, or by some two thirds, 
by the end of 1960, most of the increases taking place in 
the period free of hire-purchase controls from September- 
October 1958 to April 1960. The debt owing direct to finance 
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houses, as shown in Table 3 above, rose by over 130 per 
cent., from £253 million to £610 million, in the same period; 
in addition, the amount of debt incurred direct with shops 
but block discounted with finance houses has probably at 
least kept pace with the total outstanding to shops. The 
proportion of outstanding debt on durable goods which is 
being financed by finance houses has thus grown considerably 
since 1957. 

Hire purchase business and demand for durables 
Hire purchase and other instalment credit transactions 
play an important part in the total demand for durable 



goods. In the field of household durables, that is furniture, 
television and radio, gas and electrical appliances, nearly 
all instalment credit transactions relate to new goods and 
so represent a demand on resources. The proportion of 
expenditure on household durables in which instalment 
credit transactions were concerned was under 40 per cent, 
in 1958 before the lifting of controls in September and Octo- 
ber, rose to about 50 per cent, in 1959, but fell back to 
under 40 per cent, again after the controls brought in 
towards the end of April 1960. Comparisons of instalment 
credit sales in periods of control and freedom from control 
are shown in Table 6. 



Instalment credit sales of household goods shops 



TABLE 6 Monthly averages £ million 





January- 


January- 




May- 


May- 






August. 19:8 


August. 1959 


Percentage 


December. 1959 


December. I960 


Percentage 




{period of 


{period of 


changes 


{period of 


{period of 


changes 




control) 


decontrol) 




decontrol) 


control ) 




Furniture and furnishings shops ... 
Hardware, radio, electrical, cvcle. 


9-4 


12-9 


a - 37 


14 -9 


11 -3 




etc., shops 

Department stores — household aoods 


9-9 


16-0 


- 62 


17 -9 


12 -0 


-33 


departments 


1 -6 


2-3 


-44 


2-7 


2 1 


-22 


Total 


20-9 


31 1 


—49 


35 -5 


25 -4 


-28 



The total turnover of household goods shops did not 
change as markedly as their instalment credit sales; although 
there were considerable variations in experience according 
to the types of goods sold and the proportions sold on instal- 
ment credit terms, the total turnover of household goods 
shops as a group rose by less than 20 per cent, between 
January-August 1958 and the corresponding period of 1959. 
in contrast with an increase of nearly 50 per cent, in their 
instalment credit sales, and fell by less than 10 per cent, 
in May-December 1960 compared with the same months of 
1959, against a decline in credit sales of 28 per cent. 

In the case of some other kinds of durable goods, notably 
cars, the relationship between hire purchase transactions 
and the value of sales, in the sense of demand for goods and 
services met from the resources of the economy, is by no 
means as simple. A large part of the credit advanced on used 
cars merely facilitates the transfer of the cars concerned 
between owners; only the hire purchase charges payable to 
the finance company and the car dealers' margins represent 
a demand on resources. Since, however, the purchaser of a 
used car puts a seller in funds which in most cases are used 
to facilitate the acquisition of a further car, new or second- 
hand, it may be appropriate to set against the estimated 
value of all new cars sold on the home market the amount of 
hire purchase credit advanced on both new and second-hand 
cars as in Table 7. 



Motor cars: Sales and instalment credit 
TABLE 7 £ million 





1957 


1958 


1959 


1960 


Estimated sales of new motor 
cars(') 


335 


445 


500 


600 


Total instalment credit extended 
on new and used cars 


178 


215 


300 


284 


Credit as a percentage of sales ... 


53 


48 


60 


47 


Net credit extended! 2 ) 






85 


28 



l 1 ) These estimates are derived from figures of registrations, 
prices and purchase tax receipts. 

( 2 ) Total credit less estimated repayments. 



The amount of credit extended, as shown in the second 
line of the table, overstates the funds made available 
as a result of hire purchase transactions for the purchase of 
new cars to the extent that some of this credit is used in 
meeting finance house charges and dealers' margins on 
second-hand cars. To this extent the proportions in the 
third line would be reduced and. allowing for this, it 
may be concluded that in the years 1957-60 between 40 and 
50 per cent, of expenditure on new motor cars was supported 
directly or indirectly by hire purchase credit. The table also 
shows in the final line, for the years 1959 and 1960 only, 
the amount of net credit extended, that is the gross amount 
shown in the second line of the table less the estimated 
value of repayments made during the year. This net amount 
when positive, represents the net addition to the resources 
of car buyers through the use of instalment credit borrowing. 

The growth since 1957 in the debt outstanding on instal- 
ment credit transactions in durable goods to shops and finance 
houses was referred to above. The rise or fall in the debt 
outstanding in a period is the net balance of two elements — 
the total value of new credit extended less the amount paid 
off in the period. The statistics as compiled do not yield 
estimates for the whole field for these two elements separately 
but by deducting estimates for down payments or deposits 
from the total values of the instalment credit sales of house- 
hold goods shops shown in Table 5, thus obtaining estimates 
of the value of credit extended by the shops, and by eliminat- 
ing credit advanced by finance houses on household goods, 
shown in Table 2, which is largely duplicated in the value of 
credit sales by shops, combined figures of new credit extended 
in each period may be derived. The amount by which the 
growth in the combined debt outstanding directly to finance 
houses and household goods shops in a period falls short of 
the total new credit extended in the period then indicates 
the amount paid off in the period. These estimates are 
brought together in Table 8. Credit charges are included 
throughout. 
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TABLE 8 



£ million 



Total instalment credit transactions of household goods shops and finance houses 





New credit extended 


Total 


Repayments 


Change 
in debt 


Total 
debt at 

period 


For 

household 

goods 


For other 
durable 
goods 


1958 






652 


544 


+ 108 


556 


1959 






933 


640 






1960 


310 


519 


829 


743 






1958 1st quarter 


55 


77 


132 


130 


+ 2 


450 


2nd quarter 


53 


96 


149 


132 


+ 17 


467 


3rd quarter 


60 


83 


143 


131 


+ 12 




4th quarter 


121 


107 


228 






556 


1959 1st quarter 


89 


118 


207 


151 


+ 56 


612 


2nd quarter 


98 


152 


250 


159 


+ 91 


703 


3rd quarter 


103 


132 


235 


158 


+ 77 


780 


4th quarter 


120 


121 


241 


172 


+ 69 


849 


1960 1st quarter 


90 


152 


242 


182 


+ 60 


909 


2nd quarter 


75 


156 


231 


184 


+ 47 




3rd quarter 


66 


117 


183 


187 


- 4 




4th quarter 


79 


94 


173 


190 






1961 1st quarter 


65 


136 


201 


202 


- 1 


934 


2nd quarter 


71 


164 


235 


212 


+ 23 


957 



Transactions of consumers 

In considering the effect of instalment credit trading on 
the economy of the country it is desirable to separate out 
two distinct elements, namely the credit advanced to busi- 
nesses for the acquisition of capital assets and the credit 
advanced to persons for buying consumption goods. The 
former is, in total, relatively unimportant as compared with 
other sources of finance open to businesses. The latter — 
consumer instalment credit — is an important source of funds 
for persons acquiring durable goods; the amount of con- 
sumer instalment credit debt — some £730 million at the end 
of 1960 — may be compared with the total of personal and 
professional bank advances by members of the British 
Bankers Association — £691 million in February 1961. 

A certain amount of estimation is required to measure the 
various aspects of consumer credit transactions from the 
statistics which are available from finance houses and house- 
hold goods shops. In the first place finance house business 
has to be divided between the business and consumer ele- 
ments — a division which in the case of new cars is only 
possible on somewhat arbitrary assumptions. For retailers 



the assumption — a reasonably accurate one — is made that 
all their business is with consumers. Secondly the statistics 
collected do not themselves give an indication of the level 
of deposits or down payments and these have to be estimated 
from other information. From the collected statistics 
supplemented by other information estimates are made of : 

(a) changes in debt 

(b) new credit advanced 

(c) deposits or downpayments made (including the value 
of second-hand goods traded in) 

(d) repayments of debt 

(e) total outlays. 

The last item — total outlays — represents for a period, the 
total amounts laid out by consumers by way of deposits 
and repayments of debt. Table 9 shows these various items 
for recent periods. The figures refer only to that part (a very 
large part) of the consumer debt which is covered by the 
monthly statistics of instalment credit business. Shown also 
in Table 9 are figures of personal disposable income repre- 
senting total personal income before tax, less taxes on 
income, national insurance and health contributions. 



TABLE 9 Consumer instalment credit transactions in durable goods £ million 





Cash outlay 


Personal disposable income 


Deposits 


Repayments 


Total 


New 

credit 

consumers 


Total 


Cash 
outlay as 
per cent, 
of income 


New 
credit as 
per cent, 
of income 


1957 


_ 


_ 


580 












164 


431 


595 


531 












518 


614 


760 














723 


638 


18,177 


4 0 


3-5 


1958 1st quarter 


38 


101 


139 


104 








2nd quarter 




104 


150 


118 








3rd quarter 




105 


149 


116 








4th quarter 




121 


157 


193 


4,174 


3-8 


4-6 


1959 1st quarter 


21 


123 


144 


167 








2nd quarter 


27 


130 


157 


202 








3rd quarter 




128 


153 


194 








4th quarter 






160 


197 


4,434 


3-6 


4-4 


1960 1st quarter 


26 


147 


173 


190 








2nd quarter 




153 


185 


176 








3rd quarter 






181 


140 








4th quarter 






184 


132 


4,749 


3-9 


2-8 


1961 1st quarter 


31 


163 


194 


150 


4,557 






2nd quarter 






199 


175 
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In the period covered there were two major changes in 
hire purchase business due to the removal of all restrictions 
in the autumn of 1958 and to the re-imposition of restrictions 
in April 1960. It will be seen from the table that these changes 
had comparatively little effect on the total cash outlay, 
that is down payments plus repayments by consumers on 
instalment credit transactions in durable goods — the pro- 
portion of their disposable income laid out remained much 
the same. The significance of this for estimating future hire 
purchase business is developed below. The changes in terms 
had, however, a dramatic effect on the figures of new credit 
advanced. The large rise at the end of 1958 was due to the 
greater amount of credit that could be borrowed for a given 
down-payment. Indeed, as is seen, the amount of deposits 
fell after the removal of restrictions. This sharp rise in new 
credit led in turn to a rise in repayments but a lengthening 
of the period of repayments which followed the removal of 
restrictions delayed the growth of repayments. During 1959 
new credit remained at a high level and debt grew at a high 
rate though since repayments were not growing particularly 
fast the total outlays by consumers remained fairly constant 
in relation to incomes. 

In the early part of 1960 cash outlays, however, rose 
appreciably as a proportion of income, both repayments 
and deposits on new contracts contributing to this effect. 
It is difficult to explain this sudden change but it may be that 
a tendency for outlays to grow in the absence of controls 
was delayed during 1959 by the ease with which the growth 
of demand could be met without greater outlays as deposits 
were progressively reduced and repayment periods lengthened. 
Whatever the cause it would appear that the increased out- 
lay has been maintained. After the imposition of restrictions 
in April 1960 outlays continued at much the same level in 
regard to income, but because of the statutory minimum rate 
of deposit new credit and sales on hire purchase fell away. 
In the first quarter of 1961 there appears to have been a 
further rise in the proportion of incomes devoted to instal- 
ment credit outlay, but this may be due in some measure to 
the provisional nature of the estimate of incomes at this 
stage. 

The comparative stability in consumers’ outlay for instal- 
ment credit to which attention was drawn above, has helped 
to give some indication of the future trend of instalment 
credit business in durable goods. Given estimates of the 
future trend of disposable income and of how much is 
likely to be pre-empted by way of repayments on past credit 
contracts, a forecast can be derived of what deposits are 
likely to be put down on new contracts. The various stages 
in such a forecast pre-suppose some knowledge of the terms 



on which business is being currently transacted and has been 
transacted in the immediate past, in particular, the periods 
of repayment, prognostication about the terms of future 
business and how much new credit the deposits estimated 
to be available will command. Even if the trend of repay- 
ments of the instalment debt outstanding is known with 
reasonable accuracy, the uncertainty of estimates of future 
new business increases the further ahead the forecast is 
projected, since, in addition to estimating repayments on 
existing debt, it is necessary to estimate repayments on newly 
created debt, which in turn depends upon the forecasts of 
income, of total outlay for instalment credit and of how 
much credit a given deposit is likely to command. Although 
there is some stability about outlays on credit transactions 
in total there can be marked fluctuations in outlays on the 
different kinds of goods. 



Instalment credit borrowing, income and expenditure 
A rise in instalment debt means that new credit being 
extended is higher than repayments being made so that 
purchasers are, on the whole, net borrowers. In other words 
they are increasing their disposable funds. Instalment credit 
net borrowings appear small in relation to personal dis- 
posable income and expenditure but as Table 10 shows the 
year to year changes in net borrowing have been substantial 
in relation to changes in income and expenditure. In 1956 
repayments by consumers on their instalment credit obliga- 
tions exceeded new credit advanced by some £75 million, 
that is debt fell by this amount. In 1957 however, the con- 
verse was true and debt rose by about £59 million. Thus 
compared with 1956, consumers’ command over resources 
was increased by instalment credit borrowing by £134 
million or by about one-fifth as much as the rise in personal 
disposable income between the two years. Increases in net 
borrowing likewise reinforced the rise in disposable funds 
in 1958 and 1959 but in 1960 consumers' instalment debt rose 
by only £27 million compared with a rise of £242 million in 
1959. In other words the augmentation of personal income 
was £215 million less in 1960 than in 1959 and therefore, 
although the rise in disposable income in 1960 was con- 
siderably greater at £1.272 million than in 1959 the total 
augmentation of consumers’ command on resources from 
increased income and hire purchase borrowing was less in 
1960 than in 1959. The same pattern is apparent in personal 
and professional bank advances; comparing annual averages 
of amounts outstanding, total disposable funds were aug- 
mented from this source in 1957-59 but the increase was less 
in 1960 than in the previous year. 



Consumer instalment credit, income and expenditure 

TABLE 10 £ million 





Personal disposable 
income 


Net borrowing on 
credit instalments 


Total income plus 
instalment credit 
borrowing 




Consumers' 


expenditure 






Total 


Durable goods 




Amount 


Year to 
year 
changes 


Amount 


changes 


Amount 


year 

changes 


Amount 


Year to 
changes 


Amount 


Year to 
year 
changes 


1956 

1957 


14,727 

15,452 


+ 725 


- 75 
+ 59 


+ 134 


14,652 

15,511 


+ 859 


13,706 

14,430 


+ 724 


885 

1,006 


+ 121 


1958 


16,037 


+ 585 


-100 


+ 41 


16,137 


+ 626 


15,171 


+741 


1,156 


+ 150 


1959 


16,905 


+ 868 


+242 


+ 142 


17,147 


+ 1,010 


15,890 


+ 719 


1,352 


+ 196 


1960 


18,177 


+ 1,272 


+ 27 


-215 


18,204 


+ 1,057 


16,608 


+718 


1,363 


+ 11 



Board of Trade 
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Reprinted from Economic Trends, December 1961 



Exchequer financing and National Debt 
1945-51 



The evidence submitted by the Treasury and the Bank of 
England to the Committee on the Working of the Monetary 
System (Radcliffe Committee) included a number of new 
series of figures relating to Exchequer financing and to the 
National Debt for the period from 1951 to 1958. many of 
which have been continued since and now appear as regular 
features in Government statistical publications and in the 
Quarterly Bulletins of the Bank of England. The Radcliffe 
Committee confined its review (for reasons which it explained 
in paragraph 399 of its Report) to the years from 1951. But 
the Committee added : 

“We should not, however, wish it to be supposed that a 
study of the earlier years would be irrelevant. On the 
contrary, there has often been in our minds some com- 
parison with the earlier post-war years, and we suspect 
that a thorough study of these would be instructive. We 
hope that some such study will receive every encourage- 
ment in official quarters." 

In order to facilitate such a study the Treasury and the 
Bank of England have prepared the tables which follow, 
carrying back to 1945 (so far as possible) certain of the 
statistical information which they made available to the 
Radcliffe Committee. This article introduces these tables 
and shows briefly their relationship to one another, indicates 
the relationship of the new figures to the figures supplied 
to the Radcliffe Committee and to the series which are 
currently published, and indicates the main general dif- 
ferences in presentation and coverage between the figures 
now being published for the first time and those previously 
published. More detailed notes are attached to the ’tables 
themselves. 

The Exchequer financing table (Table 1 ) shows the methods 
by which the Exchequer was financed quarter by quarter 
during the financial years from 1945/46 to 1950/51. The table 
is in the form of that submitted to the Radcliffe Committee 
(Memoranda of Evidence, Volume 1, pages 78-81) and 
reproduced in Economic Trends for October, 1959. It thus 
differs in certain respects from the current series on Ex- 
chequer financing published in the Monthly Digest of 
Statistics (see Monthly Digest of Statistics for July 1960). 
The figures in Economic Trends for October 1959 were 
preceded by an article describing the financing of the 
Exchequer and discussing the items in the table. That 
article stands as an introduction to the table for 1945-51 ; 
notes on three aspects in respect of which that article needs 
qualifying in relation to the earlier period follow at the 
end of this article. 

This table is followed by two tables which give additional 
information about Government stock operations in the 
gilt-edged market during the period. The figures in Table 1 
of Government stock issued and redeemed for cash are 
repeated in Table 2(a) and supplemented with figures of 
conversion operations and of Government stocks issued 
as compensation in connection with nationalisation opera- 
tions. A further column shows compensation issues of 
guaranteed nationalised industry stocks. Thus this table 
shows, in addition to stock operations for cash, figures for 
stock operations which did not involve any cash transaction. 
These figures do not appear in the financing table (Table 1), 



but the transactions are none the less relevant to the course 
and management of the gilt-edged market during the period. 

The final column of Table 2(a) shows transactions in gilt- 
edged securities by identified (official) overseas holders. 
The difference between the total net sales of marketable 
securities (item 6(d) of the main Exchequer financing table) 
and net purchases of securities by the overseas official 
holders represents the net purchases of securities by all 
domestic holders (other than “the departments”) and by 
unidentified overseas holders. The figures of transactions in 
gilt-edged securities by overseas official holders correspond 
with those given to the Radcliffe Committee (Memoranda 
of Evidence, Volume 2, Statistical Appendix, Table 17). 
Later figures, covering slightly different quarterly periods, 
have been published in the Bank of England’s Quarterly 
Bulletin. 

Table 2(b) repeats from Table 1 the figures of changes in 
market Treasury bills outstanding, shows changes in the 
Treasury bill holdings of identified (official) overseas holders, 
and gives such information as is available about changes of 
holdings of the domestic banks. The final column thus 
represents changes in holdings of domestic holders (excluding 
the London clearing and Scottish banks) and of unidentified 
overseas holders. The analysis corresponds with that given 
to the Radcliffe Committee (Memoranda of Evidence, 
Volume 1, pages 56-64, Table III) and now published in the 
Bank of England's Quarterly Bulletin, though the figures for 
the period from 1945 to 1951 are slightly affected by dating 
complications (see detailed notes), and do not include 
separate figures in respect of the holdings of the discount 
market, which are not available for that period. 

Tables 3 and 4 provide information about the distribution 
of market Government debt by maturity and by type of 
holder. Table 3 gives an analysis of departmental and other 
holdings of marketable gilt-edged securities by maturity for 
31st March each year from 1945 to 1951. It corresponds 
with the analysis given to the Radcliffe Committee (Memor- 
anda of Evidence, Volume 1, page 125) and continued in the 
Annual Abstract of Statistics for 1961 (Ta.ble 298), save that 
24% London Electric Transport Finance Corporation 
Limited Debenture Stock 1950/55 and 24% Railway Finance 
Corporation Limited Debenture Stock 1951/52 have been 
excluded from the figures for the period from 1945 to 1951. 

Table 4 supplements this with information (partly esti- 
mated) about the distribution by type of holder of Treasury 
bills, marketable gilt-edged securities. National savings and 
other forms of National Debt (excluding debt payable in 
external currencies) at 31st March, 1946, 1947, 1948 and 1951. 
The main object of this table is to give an indication of the 
shifts in holdings of Government debt between 1946 and 
1951; but figures are given for each of the three years 
immediately after the end of the war because of the number 
and size of stock operations during those years. These 
analyses correspond broadly with those given to the Rad- 
cliffe Committee (Memoranda of Evidence, Volume I, 
page 111). No figures have been published for years after 
1957, but it is hoped that later figures will be published in 
due course. 

H.M. Treasury 
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APPENDIX 



Table 1 : Exchequer financing 

Additional notes to those appearing in Economic Trends 
for October 1959 



The items in this table are set out and numbered so as to 
correspond with the table published in Economic Trends for 
October 1959, even where that means apparent inconsis- 
tencies in numbering (for example, the omission of item 
3(b): the Iron and Steel Realisation Account did not come 
into being until 1953). 

Item 4(b): External: American aid: sterling receipts (net) 
Between 1948/9 and 1951/2 the greater part of these 
receipts were applied to the redemption of debt, as follows: 
(£ million) 1948/9, 107; 1949/50, 92; 1950/1, 275; 1951/2, 55. 
Item 6(cc): Borrowing from the public: other non-marketable 
This is an additional item, of which the main constituents 
are net transactions in connection with interest-free loans to 



the Exchequer by the public, loans from the proceeds of 
Ulster savings certificates, and deposits with the Exchequer 
by the Special Investments Departments of the Trustee 
Savings Banks and by certain other savings banks. After 
1950/1 these transactions were negligible, and are not shown 
separately in tables for later years. 

Item 6(d)(ii): Borrowing from the public: marketable stocks: 
Government stock: redemptions (including Sinking funds) 
This item includes the redemption of 3% Local Loans 
Stock for which issues were made from the Exchequer under 
Section 30(1) of the Finance Act, 1935. The stock was 
redeemed on 6th January, 1947 and issues were made as 
follows: (£ million) 1946/7, 427; 1947/8, 2. 
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EXCHEQUER FINANCING 



Financial years ended 31 March 

TABLE 1 £ million 





1945/6 


1946/7 


1947/8 


1948/9 


1949/50 


1950/1 


REQUIREMENTS 
1. Budget 














(a) Ordinary revenue 


3,284 


3,341 


3,845 


4,007 


3,924 


3,978 


(b) Ordinary expenditure ( including Sinking funds) 


-5.491 


-3,927 


-3,209 


-3,176 


-3,375 


-3,258 


(c) Above the line surplus 


-2,207 


- 586 


636 


831 


549 


720 


( d) Below the line deficit 


- 32 


- 518 


- 651 


- 451 


- 487 


- 473 


(e) Overall deficit 


-2,239 


-1,104 


- 15 


380 


62 


247 


2. Nationalised industries and Post Office — capital 
requirements 














(a) Issues of guaranteed stocks 






- 5 


- 100 




- 149 


(b) Issues of guaranteed stocks to National Debt 














Commissioners 




- 16 




- 25 


- 62 


- 15 


(c) Post Office capital expenditure : 

(i) Advances by National Debt Com- 














missioners 


- 7 


- 14 


- 24 


- 24 


- 32 


- 32 


(ii) Repayments to National Debt Com- 














missioners 


12 


12 


12 


12 


12 


13 




5 


- 18 


- 17 


- 137 


- 82 


- 183 


Total Requirements 


-2,234 


-1,122 


- 32 


243 


- 20 


64 


FINANCING 

3. Receipts from extra-budgetary funds, etc. 














(a) National Insurance Funds 


78 


54 


69 


136 


162 




(c) Issue Department income 


14 


9 


10 


13 


7 


11 


(d) Departmental balances 


3 


195 


- 273 


- 63 


56 




(e) Sinking funds 


16 


17 


22 


23 


19 


19 


Total extra-budgetary funds, etc 


105 


275 


- 172 


109 


244 


249 


4. External 

(a) Exchange Equalisation Account: sterling 














receipts 


49 


- 19 


53 


81 


- 141 


- 613 


(b) American aid : sterling receipts (net) 


- 


- 


- 


209 


249 


179 


(c) Loans taken by United Kingdom Govern- 
ment: sterling receipts (net) 














(i) E.P.U. credit 














(ii) United States and Canadian loans 


- 24 


395 


711 








(iii) I.B.R.D. and I.M.F 


— 


- 91 


73 








(iv) Other loans 


39 


8 


65 


154 


- 62 


- 32 




15 


296 


849 


138 


- 17 


- 227 


Total sterling receipts from external items... 


64 


277 


902 


428 


91 


- 661 


5. Increase in fiduciary note issue 


150 


50 


- 150 


- 


- 


50 


6. Borrowing from the public 














(a) Small savings 


660 


377 










(b) Tax reserve certificates 


- 35 


- 119 


- 103 








(e) Treasury deposit receipts 


- 300 


- 102 


- 166 








(ce) Other non-marketable 


- 22 


- 20 


5 


3 


I 


2 


Total non-marketable securities, etc. 


303 


136 


- 201 


- 233 


- 718 


- 147 


(d) Marketable stocks, etc. 














(i) Government stocks: issues 


1,414 











350 


(ii) Government stocks: redemptions (includ- 










ing Sinking funds) 


- 282 


- 853 










(iii) Guaranteed stocks, etc. ( net issues) 


5 


18 


17 


137 


82 


183 


(iv) less Increase in holding of Issue Depart- 
ment and National Debt Commission- 


1,127 


66 




117 


12 


394 






ers 


- 135 


- 104 


- 155 


- 50 


- 335 


- 313 


Total marketable stocks, etc. 


992 


- 38 


- 463 


67 


- 323 


81 


(e) Increase in market Treasury bills 


620 


422 


116 


- 614 


726 


364 


Total borrowing from the public 


1,915 


520 


- 548 


- 780 


- 315 


298 


Total Financing 


2,234 


1,122 


32 


- 243 


20 


- 64 
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EXCHEQUER FINANCING 



TABLE 1 ( continued) £ million 



Quarters ended 





*1945 


Sept. 

1945 


Dec. 

1945 


March 

1946 


June 

1946 


Sept. 

1946 


Dec. 

1946 


March 

1947 


REQUIREMENTS 
1. Budget 

(a) Ordinary revenue 


612 


751 


668 


1,253 


629 


712 


738 


1,262 


(b) Ordinary expenditure ( including Sinking funds) . . . 


-1,309 


-1,450 


-1.389 


-1,343 


-904 


-924 


-864 


-1,235 


(c) Above the line surplus 


- 697 


- 699 


- 721 


- 90 


-275 


-212 


-126 


27 


(d) Below the line deficit 


9 


3 


- 14 


6 


-108 


-149 


-129 


- 132 


(e) Overall deficit 


- 706 


- 702 


- 735 


- 96 


-383 


-361 


-255 


- 105 


2. Nationalised industries and Post Office — capital 
requirements 

(a) Issues of guaranteed stocks 


















(b) Issues of guaranteed stocks to National Debt 
Commissioners 










- 6 






- 10 


(c) Post Office capital expenditure: 

(i) Advances to National Debt Commis- 
sioners 


_ 2 


- 1 


2 


- 2 


- 3 


- 3 


- 4 


4 


(ii) Repayments to National Debt Commis- 
sioners 


3 


3 


3 


3 


3 


3 


3 


3 




1 


2 


1 


1 


- 6 


- 


- 1 


- 11 


Total Requirements 


- 705 


- 700 


- 734 


- 95 


-389 


-361 


-256 


- 116 


FINANCING 

3. Receipts from extra-budgetary funds, etc. 

(a) National Insurance Funds 


17 


21 


17 


23 


10 


19 


17 


8 


(c) Issue Department income 


2 


5 


3 


4 


2 


3 


2 


2 


(d) Departmental balances 


- 47 


3 


21 


26 


6 


32 


- 56 


213 


(e) Sinking funds 


2 


5 


3 




2 








Total extra-budgetary funds, etc 


- 26 


28 


44 


59 


20 


60 


- 34 


229 


4. External 

(a) Exchange Equalisation Acct :nt: sterling receipts 


3 


24 


15 


13 


13 


- 99 


- 5 


72 


( b ) American aid: sterling receipts (net) 


















(c) Loans taken by United Kingdom Government: 
sterling receipts (net) 

(i) E.P.U. credit 


















(ii) United States and Canadian loans 


4 


1 


- 11 


8 


28 


134 


88 


145 


(iiij I.B.R.D. and I.M.F 












- 6 


- 2 


- 83 


(iv) Other loans 


- 1 


- 2 


58 


- 16 


- 2 


- 2 


- 1 


3 




5 


- 3 


47 


- 24 


26 


126 ' 


85 


59 


Total sterling receipts from external items ... 


8 


21 


62 


- n 


39 


27 


80 


131 


5. Increase in fiduciary note issue 


50 


50 


50 


- 


- 


- 


50 


- 


6. Borrowing from the public 

(a) Small savings 


119 


132 


204 


205 


138 


45 


105 


89 


(b) Tax reserve certificates 


55 


17 




- 153 










( c ) Treasury deposit receipts 


216 


47 


- 486 


- 77 


-169 


389 


-102 


- 220 


(cc) Other non-marketable 


3 
















Total non-marketable securities, etc 


393 


190 


- 251 


- 29 


- 30 


430 


11 


- 275 


(d) Marketable stocks, etc. 

(i) Government stocks: issues 


232 


396 


783 


3 


288 


130 


153 


330 


(ii) Government stocks: redemptions ( including 
Sinking funds) 


2 


- 271 


- 3 


6 


- 33 


-383 


- 4 


- 433 


(iii) Guaranteed stocks, etc. ( net issues) 










6 


~ 








229 


123 


779 


- 4 


261 


-253 


150 


- 92 


(iv) less Increase in holdings of Issue Depart- 
ment and National Dept Commissioners 


- 88 


43 


- 124 


34 


- 61 


162 


-190 


- 15 


Total marketable stocks, etc 


141 


166 


655 


30 


200 


- 91 


- 40 


- 107 


(e) Increase in market Treasury bills 


155 


245 


174 


46 


160 


- 65 


189 


138 


Total borrowing from the public 


689 


601 


578 


47 


330 


274 


160 


- 244 


Total Financing 


705 


700 


734 


95 


389 


361 


256 


116 



95 
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EXCHEQUER FINANCING 



TABLE 1 ( continued ) £ million 



Quarters ended 





June 


Sept. 


1 Dec. 


March 


June 


Sept. 


Dec. 


March 




1947 


1947 


j 1947 


1948 


1948 


1948 


1948 


1949 


REQUIREMENTS 


















1. Budget 


















(a) Ordinary revenue 


840 


808 






795 


831 


803 




(6) Ordinary expenditure {including Sinking funds) ... 


-622 


-814 


-739 


-1,034 


-616 


-757 


-795 


-1,008 


(c) Above the line surplus 


218 


- 6 


22 


402 


179 


74 


8 


570 


(d) Below the line deficit 


- 41 


-166 


-258 


- 186 


-146 


- 90 


-123 


- 92 


(e) Overall deficit 


177 


-172 


-236 


216 


33 


- 16 


-115 


478 


2. Nationalised industries and Post Office — capital 


















requirements 


















(a) Issues of guaranteed stocks 


— 


- 3 


- 2 


- 


- 


— 


- 35 


- 65 


Commissioners 



















- 13 


(c) Post office capital expenditure: 
















(i) Advances by National Debt Commissioners 

(ii) Repayments to National Debt Commis- 


- 4 


- 6 


- 6 


8 


- 6 


- 6 


- 6 


- 6 


sioners 


3 


3 


3 


3 


3 


3 


3 


3 




- 1 


- 6 


- 5 


5 


- 3 


- 9 


- 44 


- 81 


Total Requirements 


176 


-178 


-241 


211 


30 


- 25 


-159 


397 


FINANCING 


















3 . Receipts from extra-budgetary funds, etc. 


















(a) National Insurance Funds 


12 
















(c) Issue Department income 


2 
















(d) Departmental balances 


-264 
















(e) Sinking funds 


2 


6 


3 


11 


2 


6 


3 


12 


Total extra-budgetary funds, etc 


-248 


- 15 


- 6 


97 


- 61 


36 


- 


134 


4. External 


















(a) Exchange Equalisation Account: sterling receipts 


- 9 


11 


80 


- 29 


76 


36 


- 21 


- 10 


(b) American aid: sterling receipts (net) 


- 


- 


- 


- 


22 


38 


98 


51 


( c ) Loans taken by United Kingdom Government: 


















sterling receipts (net) 

(i) E.P.U. credit 


















(ii) United States and Canadian loans 


245 
















(iii) I.B.R.D. and I.M.F 


















(iv) Other loans 


- 10 




- 1 


76 


- 1 


170 


- 3 


- 12 




233 


358 


92 


166 


- 6 


168 


- 14 


- 10 


Total sterling receipts from external items ... 


224 


369 


172 


137 


92 


242 


63 


31 


5. Increase in fiduciary note issue 


- 


- 


- 


- 150 


- 


— 


25 


- 25 


6. Borrowing from the public 


















(a) Small savings 


31 
















(b) Tax reserve certificates 














44 

62 

- 1 


- 163 

- 376 

- 1 


(c) Treasury deposit receipts 

(cc) Other non-marketable 


- 15 


-149 
- 1 


110 
- 1 


- 112 
3 


177 


- 18 
- 1 


Total non-marketable securities, etc. 


10 


-175 


135 


- 171 


154 


1 


97 


- 485 


(d) Marketable stocks, etc. 


















(i) Government stocks: issues 

(ii) Government stocks: redemptions (including 




- 


- 


- 


- 


- 


- 


- 


Sinking funds) 


- 4 
















(iii) Guaranteed stocks, etc. (net issues) 


1 


6 


5 


5 


3 


9 


44 


81 


(iv) less Increase in holdings of Issue Depart- 


- 3 


- 


2 


- 307 


- 1 


3 


41 


74 


ment and National Debt Commissioners 


- 22 


-104 


- 83 


54 


- 31 


- 22 


- 13 


16 


Total marketable stocks, etc 


- 25 


-104 


- 81 


- 253 


- 32 


- 19 


28 


90 


(e) Increase in market Treasury bills 


-137 


103 


21 


129 


-183 


-235 


- 54 


- 142 


Total borrowing from the public 


-152 


-176 


75 


- 295 


- 61 


-253 


71 


- 537 


Total Financing 


-176 


178 


241 


- 211 


- 30 


25 


159 


- 397 
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EXCHEQUER FINANCING 



TABLE 1 ( continued) £ million 



Quarters ended 





June 

1949 


Sept. 

1949 


Dec. 

1949 


March 

1950 


June 

1950 


Sept 

1950 


Dec. 

1950 


March 

1951 


REQUIREMENTS 
1. Budget 

(a) Ordinary revenue 


757 


821 


811 


1,535 


769 


813 


792 




(6) Ordinary expenditure (including Sinking funds) 


-756 


-839 


-821 


- 959 


-724 


-788 


-808 


- 938 


(c) Above the line surplus 


I 


- 18 


- 10 


576 


45 


25 






( d) Below the line deficit 


-172 


-122 


-122 


- 7i 


-111 


-109 


-123 


- 130 


(e) Overall deficit 


-171 


-140 


-132 


505 


- 66 


- 84 


-139 


536 


2. Nationalised industries and Post Office — capital 
requirements 

(a) Issues of guaranteed stocks 










- 53 


- 67 






(b) Issues of guaranteed stocks to National Debt 
Commissioners 


















(c) Post Office capital expenditure: 

(i) Advances by National Debt Commissioners 


- 8 


- 8 


- 7 












(ii) Repayments to National Debt Commis- 
sioners 


3 


3 


3 


3 


3 


3 


4 


3 




- 53 


- 11 


- 12 


6 


- 57 


- 83 


- 36 


- 7 


Total Requirements 


-224 


-151 


-144 


499 


-123 


-167 


-175 


529 


FINANCING 

3. Receipts from extra-budgetary funds, etc. 

(a) National Insurance Funds 


37 


46 


41 












(c) Issue Department income 


1 


2 


1 


3 


1 


4 


2 


4 


(d) Departmental balances 


- 23 


22 


- 37 


94 


- 26 


34 


5 


38 


(e) Sinking funds 


2 


6 


4 


7 


2 


6 


4 


7 


Total extra-budgetary funds, etc 


17 


76 


9 


142 


18 


91 


54 


86 


4. External 

(a) Exchange Equalisation Account: sterling receipts 


69 


22 


-124 


- 108 


-161 


-154 


-163 


- 135 


( b ) American aid: sterling receipts (net) 


60 


65 


78 


46 


67 


35 


47 


30 


(c) Loans taken by United Kingdom Government: 
sterling receipts (net) 

(i) E.P.U. credit 


















(ii) United States and Canadian loans 


4 


4 


10 












(iii) I.B.R.D. and I.M.F 






- 15 












(iv) Other loans 


- 47 


- 7 


- 4 


- 4 


- 4 


- 2 


- 5 


- 21 




- 43 


- 3 


- 9 


38 


- 2 


- 9 


-150 


- 66 


Total sterling receipts from external items . . . 


86 


84 


- 55 


- 24 


- 96 


-128 


-266 


- 171 


5. Increase in fiduciary note issue 


- 


- 


50 


- 50 


50 


- 


25 


- 25 


6. Borrowing from the public 

(a) Small savings 


5 


- 16 


- 20 


23 


- 20 


- 22 


- 20 


31 


(b) Tax reserve certificates 


26 


23 


64 


- 152 


45 


69 


77 




(c) Treasury deposit receipts 


108 


-332 


- 39 


- 407 


-115 


155 


20 


- 242 


(cc) Other non-marketable 


— 


- 1 


— 


— 


- 1 


— 


- 2 


1 


Total non-marketable securities, etc. 


139 


-326 


5 


- 536 


- 91 


202 


75 


- 333 


(d) Marketable stocks, etc. 

(i) Government stocks: issues 










100 




250 




(ii) Government stocks: redemptions (including 
Sinking funds) 


- 2 


- 6 


- 4 


- 58 


- 3 


- 6 


- 4 


- 126 


(iii) Guaranteed stocks, etc. (net issues) 


53 


11 


12 


6 


57 


83 


36 


7 




51 


5 


8 


- 52 


154 


77 


282 


- 119 


(iv) less Increase in holdings of Issue Depart- 
ment and National Debt Commissioners 


- 38 


- 48 


-340 


91 


-155 


- 15 


-211 


68 


Total marketable stocks, etc 


13 


- 43 


-332 


39 


- 1 


62 


71 


- 51 


(e) Increase in market Treasury bills 


- 31 


360 


467 


- 70 


243 


- 60 


216 


- 35 


Total borrowing from the public 


121 


- 9 


140 


- 567 


151 


204 


362 


- 419 


Total Financing 


224 


151 


144 


- 499 


123 


167 


175 


- 529 
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EXCHEQUER FINANCING 



_ Additional information regarding transactions in marketable stocks 

TABLE 2(a) 6 6 £ million 









British government stocks 






Nationalisec 


Transactions 
















industries 


in British 










[ 






stocks 


government 
















issued as 


and 












compensa- 




compensa- 
tion in 


nationalised 

industries’ 




Total 


Cash 


! Conversions 


! Issued for 


connection 


Total 


connection 


stocks by 




maturities 


redemption 




cash 


with 


issues 


with 


overseas 






(') 










nationalisa- 


official 










tion 




tion 


holders ( 3 ) 












operations 




operations ( 2 


Financial years ended 


















31 March 

1945/6 


282 


282 


- 


1,414 


58 


1,472 


- 


+ 121 


1946/7 


1.647 


853 


794 


901 


78 


1,773 


- 


+ 17 


1947/8 


325 


325 


- 


- 


- 


- 


1,059 


+ 3 


1948/9 


20 


20 


_ 


- 


32 


32 


412 


+ 59 


1949/50 


805 


70 


735 


- 


- 


735 


223 


- 79 


1950/1 


733 


139 


594 


350 


46 


990 


244 


+ 189 


Quarters ended 


















1945 June 


2 


2 


_ 


232 




232 






September ... 


271 


271 




396 










December . . . 


3 


3 




783 










1946 March 


6 


6 


— 


3 


58 


61 


— 


+ 28 


1946 June 


209 


33 


176 


288 










September ... 


1.001 


383 


618 


130 











December ... 


4 


4 





153 













433 


433 


— 


330 


78 


408 


— 


+ I 


1947 June 


4 


4 














September ... 


6 


6 













10 


December ... 


3 




. 










+ 12 
- 11 


1948 March 


312 


312 


— 


— 


— 


— 


1,059 


1948 June 


4 














+ 28 
+ 14 
+ 12 
+ 5 


September ... 
December ... 


6 

3 


6 

3 






1 1 


1 1 , 


383 


1949 March 


7 


7 


— 


— 


32 


32 


— 


1949 June 


■J 














+ 32 
+ 18 


September ... 
December ... 


6 

4 


6 


1 1 


- 


- 


1 1 


138 


1950 March 


793 


58 


735 


— 


- 


735 


85 


+ 11 


1950 June 

September ... 


3 

6 


3 

6 




100 


19 


119 


10 

3 

231 


+ 37 
+ 25 
+ 64 
+ 63 


December ... 
1951 March 


510 

2,4 


4 

126 


506 

88 


250 


27 


783 

88 



(*) Including stocks redeemed through the operation of contractual sinking funds. 



(2) Net issues of nationalised industries' stocks for cash appear as item 6<d)(iii) in the main tables 

(5) of the n . et C 5 sh value ° r tonsactions (purchases and subscriptions to new issues + • sales and 

•! tish S° v ernment and government guaranteed stocks issued by the nationalised industries bv overseas 
official holders (that is overseas central banks. Currency boards and certain other official bodies) The figures are m’ainlv derived 
from the change m the nominal value of each holding. In a few isolated cases these holdings include indisring^iSv United 
Kingdom securities other than those issued by the British government or by nationalised industries ’ g b y ' U ed 
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EXCHEQUER FINANCING 



Changes in market holdings of Treasury bUls( J ) 

TABLE 2(b) £ m ini on 





Total 

market 


Overseas 
official 
holders (2) 


Bank of 
England 
Banking 
Department 


London 
clearing 
banks (3) 


Scottish 
banks ( 3 ) 


Other home 
(including 
discount 
market) and 
overseas 
non-official 
holders ( 4 ) 


Financial years ended 31 March 

1945/6 


+620 


+323 


- 12 


+231 


-2 


+ 80 


1946/7 


+422 


-100 


+ 106 


+ 344 


+2 


+ 70 


1947/8 


+ 116 


+ 29 


+ 28 


+ 14 


+3 


+ 42 


1948/9 


-614 


-510 


- 10 


+ 52 


-4 


-142 


1949/50 


+726 


+ 196 


+ 2 


+ 246 


+2 


+280 


1950/1 


+ 364 


+ 138 


+ 16 


+ 154 


-2 


+ 58 


Quarters ended 














1945 June 


+ 155 


+ 36 


+ 158 


- 12 


+3 




September 


+ 245 


+ 177 


-129 


+ 83 


+ 1 


+ 113 


December 


-t- 174 


+ 69 


+ 160 


+ 149 


-5 






+ 46 


+ 41 


-201 


+ 11 


-1 


+ 196 


1946 June 


+ 160 


- 42 


+ 198 


+ 130 






September 


- 65 


- 37 


- 96 


-112 






December 


+ 189 


- 52 


+ 42 


+ 193 


+2 






+ 138 


+ 31 


- 38 


+ 133 


-2 


+ 14 


1947 June 


-137 


+ 25 


+ 31 








September 


+ 103 


- 8 


- 24 


+ 74 







December 


+ 21 


+ 7 


- 3 










+ 129 


+ 5 


+ 24 


+ 15 


-3 


+ 88 


1948 June 


-183 


- 37 


+ 21 


-146 






September ... ... 


-235 


-317 


- 32 


+ 44 






December 


- 54 


- 95 


+ 87 


+ 29 








-142 


- 61 


- 86 


+ 125 


-5 


-115 


1949 June 


- 31 


- 70 


+ 41 


- 68 






September 


+360 


+ 61 


- 44 


+ 174 


+ 1 


+ 168 


December 


+467 


+ 176 


+ 84 


+ 143 


+3 






- 70 


+ 29 


- 79 


- 3 


-2 


- 15 


1950 June 


+243 


- 58 


+ 22 


+226 


-2 




September 


- 60 


- 57 


- 63 


+ 15 






December 


+ 216 


+ 69 


+ 104 


+ 33 


+ 5 


+ 5 




- 35 


+ 184 


- 47 


-120 


-6 


- 46 



(*) Treasury bills other than those held by the National Debt Commissioners, the Exchange Equalisation Account, other Govern- 
ment departments and the Issue Department of the Bank of England. 

(2) Overseas central banks, Currency boards and certain other official bodies. 

( J ) The figures for clearing banks and Scottish banks relate to three-monthly periods between the banks’ make-up dates in March, 
June, September and December. Up to the end of 1946 the clearing banks made up their figures on dates in the second half of 
each month which varied between individual banks; from 1947 onwards they all made up on 30 June and 31 December and on 
the third Wednesday of other months. The Scottish banks made up on varying dates throughout the period. 

( 4 ) A residual which includes any error arising from differences of timing in the figures for other categories in the table. 



99 

Printed image digitised by the University of Southampton Library Digitisation Unit 



NATIONAL DEBT 



Market securities^) 

Analysis between official and other holdings 



At 31 March 



TABLE 3 



£ million nominal 





1945 


1946 


1947 


1948 


1949 


1950 


1951 


Total 
















Up to 5 years 


1,672 


1,531 


1,501 


2,025 


2,834 


2,782 


2,068 


5 to 15 years 


3,072 


3,498 


2,984 


2,160 


1,350 


1,350 


2,827 


Over 1 5 years (including undated) 


6,331 


7,239 


8,354 


9,403 


9,950 


10,215 


10,116 


Total ... 


11,075 


12,268 


12,839 


13,588 


14,134 


14,347 


15,011 


Official Holdings! 2 ) 
















Up to 5 years 


375 


565 


201 


289 


433 


682 


344 


5 to 15 years 


423 


427 


374 


291 


162 


178 


507 


Over 15 years (including undated) 


640 


616 


1,330 


1,478 


1,545 


1,588 


1,890 


Total ... 


1,438 


1,608 


1,905 


2,058 


2,140 


2,448 


2,741 


Other Holdings 
















Up to 5 years 


1,297 


966 


1,300 


1,736 


2,401 


2,100 


1,724 


5 to 15 years 


2,649 


3,071 


2,610 


1,869 


1,188 


1,172 


2,320 


Over 15 years (including undated) 


5,691 


6,623 


7,024 


7,925 


8,405 


8,627 


8,226 


Total ... 


9,637 


10,660 


10,934 


11,530 


11^994 


11,899 


12,270 



C) Government securities and Government guaranteed stocks issued by nationalised industries and undertakings (as defined by 
Section 42 of the Finance Act, 1956) together with 3*% British Iron and Steel Stock 1979-81, but excluding securities tendered in 
payment of death duties and held by the National Debt Commissioners until redeemed. Securities with optional maturity dates 
are classified according to final maturity date; 4% Victory bonds are classified according to average life to maturity. 

( 2 ) Holdings of the National Debt Commissioners and the Issue Department of the Bank of England. 
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NATIONAL DEBT 



Estimated distribution of the National debt and 
nationalised industries loans guaranteed by H.M. Governments ) 

At 31 March 



£ million nominal 





1946 


1947 




Total 


Treasury 

bills 


Market 

securities 

( 2 ) 


National 

savings, 

etc#) 


Other 

( 4 ) 


Total 


Treasury 

bills 


Market 

securities 

< 2 ) 


National 

savings, 

etc#) 


Other 

< 4 ) 


National Debt Commissioners 


2,755 


32 


1,425 


_ 


1,298 


3,124 


17 


1.743 


_ 


1,365 


Bank of England Issue De- 
partment 


1,395 


1,201 


183 


_ 


11 


1,454 


1,281 


162 


_ 


11 




4,150 


1,233 


1,608 


_ 


1,309 


4,578 


1,298 


1.905 


_ 


1.376 


Exchange Equalisation Ac- 
count and other public 
departments! 5 ) 


1,011 


299 


411 


11 


290 


1.409 


328 


503 


14 


564 


Nationalised industries^) ... 


- 




- 


- 


- 


- 




- 


- 


- 


Local authorities! 7 ) 


265 




265 




- 


225 




225 




- 


London clearing banks! 8 ) • 


2,986 


363 


1,180 




1,443 


3,404 


707 


1,380 




1.317 


Bank of England Banking 
Department^ 9 ) 


229 


160 


54 


1 


14 


322 


266 


55 


1 


_ 


Scottish banks( 8 ) 


401 


3 


344 




54 


446 


5 


381 




60 


Insurance and other public 
companies and provident 
societies( 10 ) 


2,082 




2,082 






2,092 




2,092 






Overseas official(O) 


2,640 


1,789 


727 




124 


2,849 


1,689 


761 




399 


Other (including residual 
errors) 


9,508 


576 


5,597 


3,200 


135 


9,558 


592 


5,537 


3.298 


130 


Total 


23,272 


4,423 


12,268 


3,212 


3,369 


24,883 


4,885 


12.839 


3,313 


3,846 



(') The National debt hereexcludes debt payable in external currencies (as detailed in the Finance Accounts of the United Kingdom ) 
and securities tendered in payment of death duties and held by the National Debt Commissioners until redeemed. The Nation- 
alised industries are here defined as follows: British Electricity Authority, North of Scotland Hydro-Electric Board. Gas Council. 
British Transport Commission. British Overseas Airways Corporation, British European Airways Corporation and the Iron & 
Steel Corporation of Great Britain. Their stock issues (4 in 1946, 20 in 1947, 1.084 in 1948, 2,304 in 1951) fall wholly under 
the heading “Market Securities”. 

( 2 ) Includes unquoted securities (4 in 1946, 99 in 1947, 99 in 1948, 156 in 1951) mostly issued direct to the National Debt Com- 
missioners. 

( 3 ) National savings certificates. Defence bonds and Tax reserve certificates. No general analysis can be made by holders. 

( 4 ) Consists mainly of: 

(i) Treasury deposit receipts (1,559 in 1946, 1,457 in 1947, 1,291 in 1948, 284 in 1951) held principally by the London clearing 
banks and Scottish banks. 

(ii) Terminable annuities (1,122 in 1946, 1,340 in 1947, 1,307 in 1948, 1,383 in 1951) issued to the National Debt Com- 
missioners between 1943 and 1950 as a security for the investment of Post Office and Trustee Savings Banks' funds. 

(iii) Ways and Means advances to the Exchequer (505 in 1946, 613 in 1947, 341 in 1948, 447 in 1951) largely made by other 
public departments. 

(iv) Other debt issued under the National Loans Act, 1939 (156 in 1946, 410 in 1947, 486 in 1948 , 843 in 1951) consisting 
mostly of interest-free notes issued to the International Monetary Fund and the International Bank for Reconstruction 
and Development, and debts to the Governments of India and Portugal. 
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NATIONAL DEBT 



Estimated distribution of the National debt and 
nationalised industries loans guaranteed by H.M. Government! 1 ) 

At 31 March 



TABLE 4 ( continued ) ^ £ million nominal 





1948 


1951 




Total 


Treasury 

bills 


Market 

securities 

( 2 ) 


National 

savings, 

etc.( 8 ) 


Other 

C) 


Total 


Treasury 

bills 


Market 

securities 

( 2 ) 


National 

savings, 

etc.(5) 


Other 

( 4 ) 


National Debt Commissioners 


3,259 


23 


1,899 


- 


1,337 


3,843 


19 


2,391 


— 


1,433 


Bank of England Issue De- 
partment 


1,322 


1,152 


159 




11 


1,354 


993 


350 


_ 


11 




4,581 


1,175 


2,058 


- 


1,348 


5,197 


1,012 


2,741 


- 


1,444 


Exchange Equalisation Ac- 
count and other public 
departments! 5 ) 


1,021 


316 


408 


14 


283 


985 


120 


473 


11 


381 


Nationalised industries! 6 ) ... 


180 




180 


- 


- 


113 




113 


- 


- 


Local authorities! 7 ) 


200 




200 




- 


185 




185 




- 


London clearing banks( 8 ) ... 


3,286 


721 


1,412 




1,153 


2,878 


1,173 


1,471 




234 


Bank of England Banking 
Department^) 


355 


294 


54 


1 


6 


384 


302 


66 


1 


15 


Scottish banks( 8 ) 


452 


8 


390 




54 


411 


4 


394 




13 


Insurance and other public 
companies and provident 
societies! 10 ) 


1,934 




1,934 






2,006 




2,006 






Overseas official^ 1 ) 


2,972 


1,718 


776 




478 


3,320 


1,542 


957 




821 


Other (including residual 
errors) 


10,170 


678 


6,176 


3,186 


130 


10,554 


857 


6,605 


3,018 


74 


Total- 


25,151 


4,910 


13,588 


3,201 


3,452 


26,033 


5,010 


15,011 


3,030 


2,982 



P) Includes public corporations (other than those listed in note (>))• 
(«) As defined in note (>). 



C 7 ) Local authorities are here defined as those public authorities or bodies who are required to make financial returns under Part XI 
of the Local Government Act 1933. They therefore include certain authorities with special functions (for example Local Har- 
bour Boards) as well as those with more general administrative functions. Exceptionally, the Metropolitan Police (who come 
under the Act) are not included here but in item 3 “Other Public Departments”. The figures are estimates derived from in- 
formation supplied by a sample of local authorities. 

(*) Book values at March make-up days. 

( 9 ) Book values. 

0°) Includes: 

(i) Insurance companies: estimates based on a sample analysis and on statements published by the Board of Trade under 
the various Assurance Companies Acts; these relate mainly to holdings at 31 December of the previous year. 

(ii) Other public companies: estimates based largely upon the samples of public companies’ balance sheets at varying dates 
published quarterly by The Economist. 

(iii) Provident Societies: estimates of holdings based mainly on the reports of the Registrar of Friendly Societies, the reports 
of the Industrial Assurance Commissioner, and balance sheets of Building Societies, mainly at 31 December of the 
previous year. Most figures included in this item relate to book, not nominal values. 

(it) Overseas central banks. Currency boards and certain other official bodies. 
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